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Announcements 
33-5437 
34-10496 


“Hot Issues” 
Public hearings are scheduled to 
be conducted by the Division of 
Corporation Finance on De- 
cember 10, 1973 at the Com- 
mission’s New York Regional 
Office. 

Option Trading 
Commission to study and re- 
ceive comments on Option 
Trading. 


34-10490 


Enforcement 
34-10499 Bovers Parnass & Turel, Inc 

et al (“BPT”) 

Administrative proceedings 
ordered on alleged violations 
of Section 15(c) of the Securi- 
ties Exchange Act and Rule 
15c3-1 ("Net Capital Rule”) 
and appointment of SIPC trus- 
tee. 

Dickinson, Rothbart & Co., et al 
Administrative proceedings 
ordered on alleged violations of 
provisions relating to Net Capi- 
tal, Bookkeeping, Supplemental 
Reporting, Segregation Margin, 
Registration and appointment of 
SIPC trustee. 

Prudent Real Estate Trust, et al 
Order, by consent, permanently 
enjoining Prudent from violating 
Section 5(a) and 17(a) (2) of the 


34-10502 


LR-6143 
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Securities Act with respect to 
securities issued. 

Topper Corporation, et al 
Complaint filed against Topper 
Corporation, three of its former 
officers, and its investment bank- 
ing firm, Hayden Stone Inc. al- 
leging violations of the anti-fraud 
provisions. 


LR-6145 


Enforcement 
LR-6146 Y.W.C., Inc. et al 
Complaint filed alleging vio- 
lations of the registration and 
anti-fraud provisions. 


Regulation S-X Amendments 

Adopted 
Interpretations and guidelines 
regarding disclosure of com- 
pensating balances and short-term 
borrowing arrangements. 

Rule 146 
Comment period extended to De- 
cember 14, 1973 
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SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 7/November 16, 1973 


See Securities Exchange Act Release No. 10502/November 
16, 1973. 
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SECURITIES ACT OF 1933 
Release No. 5436/November 13, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10493/November 13, 1973 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18168/November 13, 1973 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8082/November 13, 1973 


ACCOUNTING SERIES 
Release “'o. 148/November 13, 1973 


NOTICE OF ADOPTION OF AMENDMENTS TO REGU- 
LATION SX AND RELATED INTERPRETATIONS 
AND GUIDELINES REGARDING DISCLOSURE OF 
COMPENSATING BALANCES AND SHORT-TERM 
BORROWING ARRANGEMENTS 


A. INTRODUCTION 


One of the amendments in Accounting Series Release No. 
125, adopted by the Commission on June 23, 1972, changed 
Rule 5-02-1 of Regulation S-X relating to cash and cash 
items to require disclosure of funds subject to withdrawal 

or usage restrictions such as compensating balances. Since 
then the Commission has received many inquiries concern- 
ing the form of disclosure contemplated by this amendment. 
Preliminary interpretations and guidelines were drawn up 
and exposed in November 1972 to interested groups. Based 
cn comments received from industry and professional groups 
at that time, it became apparent that additional amend- 
ments to the rules were required in addition to interpreta- 
tions and guidelines. Accordingly, on April 12, 1973, pro- 
posed revisions to Regulation S-X Rules 5-02-1, 5-02-25, 
5-02-29, 5-02-30 and 5-02-32 along with associated inter- 
pretations and guidelines were issued for public comment. 
These revisions attempted to refine the requirements for, 
and to facilitate understanding and implementation of, dis- 
closure relating to restricted funds and the effective cost of 
borrowing. 


Comments Received and Revisions Adopted 


The letters of comment received on the April 12, 1973, pro- 
posal raised a number «f pr ot ems which have been care- 
fully considered in de’ :loping the final requirements, inter- 
pretations and guidel.nes set forth in this release. The 
principal changes in the original proposal that have been 
incorporated into the current release are as follows: 


1. Compensating balances are to be segregated on the 
balance sheet only if they are legally restricted under the 
terms of the arrangement while any other determinable 
amounts of funds which are held as compensating balances 
are to be disclosed in the notes to the financial statements. 
Segregation recognizes that certain cash balances at the 
balance sheet date are not readily available for discretionary 
use by management. Footnote disclosure emphasizes in- 
formation about financial management decisions which ef- 
fectively restrict the availability of cash funds over time for 
alternative income yielding opportunities even though no 
legal restrictions exist which preclude such use. 


2. The proposed requirement that the effective interest 
rate (including the impact of compensating balances, fees, 
etc.) on borrowings be disclosed has been eliminated. 
Comments received indicated many practical difficulties in 
determining such a rate and the Commission has concluded 
that such problems make it impractical to require this dis- 
closure in financial statements as a general rule although the 
Commission encourages such disclosure when significant 
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and practicable. The other proposed disclosure require- 
ments relating to short-term borrowings have been adopted. 


In addition to these major changes, a number of other 
technical changes have been made in the rules, interpreta- 
tions and guidelines in response to specific substantive dif- 
ficulties raised or requests for clarifications of terms used. 
None of these changes constitutes a substantive increase in 
previously proposed requirements. Specifically, Rules 5- 
02-1, 5-02-18, 5-02-25, 5-02-29 and 5-02-32 of Regulation 
S-X are amended by this release. 


Reasons for Requirements 


The management of liquidity is an important part of the 
financial management of a business entity. The maintenance 
of short-term borrowing capacity and the ability to obtain 
such funds at reasonable cost are major elements of such a 
management responsibility. If investors are to understand 
the financial policies of management, disclosure relative to 
these elements is necessary. 


It is generally recognized in the financial community that 
one of the major elements in short-term financing policy is 
the maintenance of compensating balances supporting pre- 
sent and future credit from financial institutions. Such 
balances affect liquidity and the effective cost of borrow- 
ing. Nevertheless, disclosure of the essential details of such 
arrangements has br 2n infrequent. When disclosure has 
occurred, the infc nation supplied has generally been in- 
sufficient to permit statement users to deal analytically 
with the subject. Lack of disclosure of amounts affecting 
liquidity such as compensating balances has been justified 
on the grounds that such arrangements were generally un- 
written, informal and not subject to precise quantification. 
None of these reasons are sufficient to support a policy of 
nondisclosure of situations which are recognized to be both 
real and significant. They do, however, support the need 
for rule changes and disclosure guidelines so that reason- 
ably uniform and understood standards for disclosure can 
be applied. They also indicate that disclosure must be 
based in many circumstances on reasonable estimates and 
that precision of measurement cannot be expected. 





The interest rate paid for short-term borrowings is also of 
significance in appraising the financial policies and oper- 
ating results of business entities. Changes in this rate over 
time may have a significant impact on profitability. The 
relationship of the rate paid at year end to short-term rates 
generally being charged at that date to corporate borrowers 
may be indicative of the future level of interest costs to be 
incurred by the corporation under varying conditions in the 
credit markets. In addition, information as to the magnitué 
of such borrowings during a fiscal period should further 
assist investors in determining the impact of changing credit 
conditions on business operations. 


It is recognized that disclosures such as those set forth here: 
in are of primary interest to those users of financial state- 

ments who wish to undertake detailed analysis of corporate, 
activities and may not be required in financial disclosure 
oriented solely to the needs of the average investor. 


B. AMENDMENTS TO REGULATION S-X 
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Rules 5-02-1, 5-02-18, 5-02-25, 5-02-29 and 5-02-32 are 
amended as follows (amendments italicized): 


Rule 5-02-1. Cash and cash items. 


State separately (a) cash on hand and unrestricted demand 
deposits; (b) restricted deposits held as compensating 
balances against short-term borrowing arrangements; (c) 
time deposits and certificates of deposit (excluding amounts 
included in (b) above or Rule 5-02-18(c) below); (d) funds 
subject to repayment on call or immediately after the date 
of the balance sheet required to be filed; and (e) other funds 
the amounts of which are known to be subject to with- 
drawal or usage restrictions, e.g., special purpose funds. The 
general terms and nature of such repayment provisions in 
(d) and withdrawal or usage restrictions in (e) shall be des- 
cribed in a note referred to herein. /n cases where com- 
pensating balance arrangements exist but are not agreements 
which restrict the use of cash amounts shown on the balance 
sheet, describe these arrangements and the amounts in- 
vilved, if determinable, in the notes to the financial state- 
ments. Compensating balances that are maintained under 

an agreement to assure future credit availability shall be 
separately disclosed in the notes to the financial statements 
along with the amount and terms of such agreement. 


’ 


Rule 5-02-18. Other assets. 


State separately (a) noncurrent receivables from persons 
specified in captions 3(a) (1) and (4) above; (b) each pen- 
sion or other special fund; (c) deposits held as com- 

pensating balances against long-term borrowing arrangements; 
and (d) any other item not properly classed in one of the 
preceding asset captions which is in excess of five percent 

of total assets. 


Rule 5-02-25. Accounts and notes payable. 


(a) State separately amounts payable to (1) banks for bor- 
rowings; (2) holders of commercial paper; (3) trade cre- 
ditors; (4) parents and subsidiaries; (5) other affiliates and 
other persons the investments in which are accounted for 
by the equity method; (6) underwriters, promoters, directors, 
officers, employees and principal holders (other than affili- 
ates) of equity securities of the person and its affiliates; and 
(7) others. Exclude from (6) amounts for purchases from 
such person subject to usual trade terms, for ordinary travel 
expenses, and for other such items arising in the ordinary 
course of business. With respect to (4) and (5), state sepa- 
rately in the registrant’s balance sheet the amounts which in 
the related consolidated balance sheet are (i) eliminated 

and (ii) not eliminated. 


(b) The average interest rate and general terms (as well as 
formal provisions for the extension of the maturity) of each 
category of aggregate short-term borrowings (the sum of 
items (a) (1) and (a) (2) above) reflected on the balance 
sheet at the end of the period shall be disclosed along with 
the maximum amount of aggregate short-term borrowings 
outstanding at any month end (or similar accounting period) 
during the period. In addition, the approximate average 
aggregate short-term borrowings outstanding during the year 
and the approximate weighted average interest rate (and a 
brief description of the means used to compute such averages) 
for such aggregate short-term borrowings shall be disclosed 


in the notes to the financial statements. 


(c) The amount and terms (including commitment fees and 
the conditions under which lines may be withdrawn) of un- 
used lines of credit for short-term financing shall be dis- 
closed, if significant, in the notes to the financial statements. 
The amount of these lines of credit which support a com- 
mercial paper borrowing arrangement or similar arrange- 
ments shall be separately identified. 


Rule 5-02-29. Bonds, mortgages and similar debt. 


(a) State separately here, or in a note referred to herein, 
each issue or type of obligation and such information as will 
indicate (see Rule 3-13) (1) the general character of each 
type of debt including the rate of interest; (2) the date of 
maturity, or if maturing serially, a brief indication of the 
serial maturities, such as “maturing serially from 1980 to 
1990”; (3) if the payment of principal or interest is con- 
tingent, an appropriate indication of such contingency; (4) 
a brief indication of priority; (5) if convertible, the basis; 
and (6) the combined aggregate amount of maturities and 
sinking fund requirements for all issues, each year for the 
five years following the date of the balance sheet. For 
amounts owed to affiliates, state separately in the regis- 
trant’s balance sheet the amounts which in the related con- 
solidated balance sheet are (i) eliminated and (ii) not 
eliminated. 


(b) The amount and terms (including commitment fees and 
the conditions under which commitments may be with- 
drawn) of unused commitments for long-term financing 
arrangements that would be disclosed under this rule if used 
shall be disclosed in the notes to the financial statements if 
significant. 


Rule 5-02-32. Other long-term debt. 


(a) Include under this caption all amounts of long-term debt 
not provided for under captions 29(a) and 31 above. State 
separately amounts payable to (1) persons specified in cap- 
tions 25(a) (1), (2) and (5); and (2) others, specifying any 
material item. Indicate the extent that the debt is col- 
lateralized. Show here, or in a note referred to herein, the 
information required under caption 29. 


(b) The amount and terms (including commitment fees and 
the conditions under which commitments may be with- 
drawn) of unused commitments for long-term financing 
arrangements not provided for under caption 29(b) above 
shall be disclosed in the notes to the financial statements if 
significant 


C. GUIDELINES AND INTERPRETATIONS 


Guidelines and interpretations are presented below to facil- 
itate understanding and application of the revised rules as 
amended. 


Compensating Balances 


Rules 5-02-1 and 5-02-18 have been expanded to require 
disclosure of compensating balances in order to avoid un- 
disclosed commingling of such balances with other funds 
having different liquidity characteristics and bearing no 
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determinable relationship to borrowing arrangements. Rule 
5-02-1 also requires footnote disclosure distinguishing the 
amounts of such balances maintained under a formal agree- 
ment to assure future credit availability. While these rule 
changes eliminate certain inconsistencies previously noted, 
comments received indicate considerable uncertainty in the 
application of any rule relating to compensating balances. 
Accordingly, the Commission has concluded that the follow- 
ing guidelines are necessary to assist registrants. 


Definition 


A compensating balance is defined as that portion of any 
demand deposit (or any time deposit or certificate of de- 
posit) maintained by a corporation (or by any other person 
on behalf of the corporation) which constitutes support for 
existing borrowing arrangements of the corporation (or any 
other person) with a lending institution. Such arrangements 
would include both outstanding borrowings and the assur- 
ance of future credit availability 


Form of Disclosure 


The manner of disclosure cannot be specified with precision 
since it will vary according to the factual situation involved. 
These rules call for disclosure of compensating balance 
arrangements. Such disclosure will involve segregation on 
the face of the balance sheet whenever such balances are 
maintained under an agreement which legally restricts the 
use of such funds. Examples of such arrangements would 
include situations where a certificate of deposit must be 


held while a loan is outstanding or where a minimum balance 


must be maintained at all times while credit is extended or 
available. Footnote disclosure will be appropriate in other 


circumstances where such balances are determinable amounts 


although not legally restricted as to withdrawal. Footnote 
disclosure would be required even though the arrangement 
is not reduced to writing if determinable amounts (e.g., a 
percentage of short-term borrowings, a percentage of unused 
lines of credit, an agreed average balance) have been agreed 
upon by both parties involved. An arrangement where the 
balance required is expressed as an average over time would 
ordinarily lead to additional footnote disclosure of the 
average amount required to be maintained for arrangements 
in existence at the reporting date since the amount held at 
the close of the reporting period might vary significantly 
from the average balance held during the period and bear 
little relationship to the amount required to be maintained 
over time. If arrangements requiring maintenance of com- 
pensating balances during the year were materially greater 
than those at year end, the fact should be disclosed. Dis- 


closure may also include a statement, if appropriate, that the 


amounts are legally subject to withdrawal with or without 
sanctions, as applicable. If many banks are involved, the 
disclosure should summarize the most common arrange- 
ments and aggregate the compensating balances involved. 


Where a company is not in compliance with a compensating 
balance requirement, that fact generally should be dis- 
closed along with stated or possible sanctions whenever such 
possible sanctions may be immediate (not vague or un- 
predictable) and material. 


In determining whether compensating balance arrangements 
are sufficiently material to require segregation or disclosure, 
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various factors should be considered. Among these may be 
the relationship of the amount of the balances to total cash, 
total liquid assets and net working capital, and the impact 
of the balances on the effective cost of financing. In the 
usual case, reportable compensating balances which in the 
aggregate amount to more than 15 percent of liquid assets 
(current cash balances, restricted and unrestricted, plus 
marketable securities) would be considered to be material. 
Lesser amounts may be material if they have a significant 
impact on the cost of financing. 


Compensating balances maintained by the company for the 
benefit of affiliates, officers, directors, principal stockholders 
or other similar parties may be of particular significance to 
investors. Separate disclosure of such balances may be re- 
quired under other Commission rules and regulations even 

if they are not of a magnitude such that they would meet 
the materiality guidelines set forth above. 


Measurement Problems 


A number of problems arise in the process of determining 
the amount of compensating balances. It is recognized 
that precision of measurement may not be practicable, but 
that fact should not limit the disclosure of material arrange- 
ments since reasonable estimates can be made. Since several 
of the problems of measurement occur frequently, and since 
it is desirable that they be similarly solved to assure uniform: 
ity of practice among companies, the following guidelines 
have been developed to assist-registrants. It is recognized 
that every situation cannot be anticipated, and the need 
for judgment on the part of registrants and their auditors 
cannot and should not be avoided. 


1. Minimum operating balance.--A\ll corporations require 
some minimum amount of cash on which to operate. The 
amount will depend upon the extent of seasonal and ran- 
dom fluctuations in short-term cash demand as well as 
management judgment regarding necessary safety factors. 
It has been argued that, in those cases where part of the 
compensating balance reflects funds that would be held 
anyway as a minimum operating balance, such funds should 
be subtracted from compensating balances since the maint: 
enance of such a compensating balance has no incremental . 
cost to the borrower. For purposes of these disclosure re- 
quirements, such a subtraction is not appropriate. The 
concept of subtraction implies that the compensating 
balance is of secondary importance and this is by no means 
apparent. It would be equally reasonable to contend that 
operating funds are free of cost because compensating 
balances must be maintained. In any event, the utilization 
of such amounts for compensating balances precludes the 
sould cash management alternative of investing available 
cash in highly liquid interest bearing securities. It may be 
desirable, however, for companies to supplement disclosure 
with statements regarding the dual purpose of such amounts 


2. Float--The balance shown on the bank’s ledgers and the 
company’s books will differ due to delays in presentment 
of checks and deposits in transit. In addition, some amount 
included in the bank ledger figure may include funds sub- 
ject to collection which may not be considered as meeting 
compensating balance requirements. These factors com- 





plicate the calculation of the amount of compensating val 





to be disclosed both conceptually and empirically. The 





" compensating balance arrangements negotiated between a 
ash, company and its bank are normally expressed in terms of 
* the collected bank ledger balance, but the financial state- 
. ments are presented on the basis of the company’s books. 
: In order to make the disclosure of compensating balance 
- amounts segregated on the balance sheet consistent with 
al the cash amounts reflected in the financial statements, the 
a balance figure agreed upon by the bank and the company 
should be adjusted if possible by the estimated “float” so 
that such an adjusted amount shown on the balance sheet 
will properly relate to company book amounts for total 
the cash. Both the agreed upon collected balance at the bank 
ol ders and the adjusted balance relating to the corporation’s books 
? to should be disclosed along with a brief description of the 
- criteria used to make the adjustment. Similar adjustments 
oe and disclosure should be made for arrangements disclosed 
jet only in the footnotes if practicable and relevant to the 
arrangements described. A reasonable estimaie of “float” 
based on the information management uses to manage its 
bank relationships will be satisfactory. 
ing 3. Compensation for other bank services.—Balances are 
| maintained not only in connection with financing arrange- 
but ments but also to compensate the bank for its account hand- 
ange- ling function and in some cases to pay for other services 
everal such as lock boxes and account reconcilement. Balances 
1 since maintained for these purposes should not be included in the 
iform disclosed compensating balances and would not be con- 
nes strued as special funds per 5-02-1(e) since such funds are 
zed available for use upon payment of a service charge and 
ad would not affect the cost of borrowing. If a bank allows 
mae balances to serve both purposes, the balances should be 
considered as a compensating balance and should be dis- 
& closed in accordance with Rules 5-02-1 or 5-02-18 as appro- 
lire priate. Supplemental disclosure by companies of the dual 
The purpose of such amounts may be desirable. 
ane 
‘ 4. Reporting periods.--\n general, compensating balance 
es arrangements should only be disclosed for the latest fiscal 
he year and later interim period for which statements are pre- 
Id sented. If the terms of the arrangements require balance 
should sheets presented. In addition, if the change in the arrange- 
naint ments from one period to the next is so great as to con- 
ental stitute a fact of unusual significance to the investor in 
bay appraising the company, the change should be disclosed. 
1 
} . Time Deposits and Certificates of Deposit 
mean 
| that 


Rule 5-02-1 calls for separate disclosure of time deposits 
ig and certificates of deposit where not included elsewhere as 


zation part of compensating balances. Where all or a material part 
s the of such separately disclosed deposits are interest bearing, 
able this fact along with the total interest-bearing amount should 
ay be be disclosed parenthetically or in the footnotes in order to 
closure appropriately reflect cash management policies. 
mounts 

Special Purpose Funds 
and the 
ment Rule 5-02-1 also requires the disclosure of “Other funds, 
amount the amounts of which are known to be subject to with- 
s sub- drawal or usage restrictions.” Restrictions on the use of 
eeting funds may include contracts entered into with others or 


company statements of intention with regard to particular 
deposits. Examples of the former might be letters of credit 


som- 
ng bao 








and escrow accounts. Examples of the latter are cash 
balances set aside for use in a capital expenditure program 
or to meet a particular debt obligation when it comes due. 
Cash balances related to statements of intention should 
only be segregated when particular deposits or balances 
have been earmarked for such special purposes. Board 
approval of a capital budget calling for the expenditure of 
certain amounts would not be the basis for segregation un- 
less the specific amounts of cash to be spent are identified 
and set aside. 


Funds Maintained for Future Credit Availability 


Rule 5-02-1 requires disclosure of funds maintained under 
an agreement for the purpose of assuring future credit 
availability. These funds would be included as part of 
compensating balances disclosed separately on the balance 
sheet or in the footnotes in accordance with Rule 5-02-1. 
This requirement contemplates separate disclosure of such 
amounts and the related terms for both long- and short- 
term future credit availability in the notes to the financial 
statements. Separate disclosure provides important and 
useful information to the investor about policies regarding 
cash management and future financing. 


Commercial Paper and Debt Roll-Over 


Rule 5-02-25 has been expanded to provide information to 
the investor regarding borrowing policies and their cost. 
The separate statement of commercial paper outstanding is 
a recognition of the increasing importance of this form of 
short-term borrowing in corporate financial management. 
Commercial paper represents short-term unsecured notes 
issued for cash by the corporation, generally supported in 
whole or part by outstanding lines of credit extended by 
financial institutions. 


Commercial paper and other short-term debt should be 
classified as a current liability even though the issuer's 
intention is to roll over such debt at its maturity. The fact 
that an issuer has both financial strength and a past borrow- 
ing record such that sale of new paper appears reasonably 
assured does not constitute a basis for long-term classification, 
since the power to terminate the credit remains with the 
creditor. Only (1) when a borrower has a noncancelable 
binding agreement from a creditor to refinance the paper 
(or other short-term debt) and (2) when the refinancing 
extends the maturity date beyond one year or the current 
operating cycle of the business (whichever is longer) and 

(3) when the borrower’s intention is to exercise this right, 
should borrowings under such an agreement be shown as a 
long-term liability (along with disclosure of the above facts). 


Unused Lines of Credit or Commitments 


Rules 5-02-25, 5-02-29 and 5-02-32 also call for the dis- 
closure of the amount and terms of unused lines of credit 
and commitments if significant. Various factors should be 
considered in determining significance such as total debt by 
term of such debt, total capital, total cash requirements, and 
the like. 


The disclosure of unused lines and commitments supplies 


the investor with information regarding borrowing potential 
and future liquidity under varying money market conditions. 
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It is recognized that lines of credit or commitments are 
frequently extended to a borrower subject to the condition 
that the borrower maintain certain standards of credit 
worthiness, and that the existence of such lines or commit- 
ments therefore does not assure the availability of credit 


under conditions of deteriorating financial position. Accord- 


ingly, the rule provides that disclosure be made of the con- 
ditions under which lines or commitments may be with- 
drawn. It is also recognized that such lines and commit- 
ments are occasionally offered by financial institutions as 

a marketing device and accepted by corporations without 
any intention of use and not as part of their financing plan. 
Disclosure of such lines is not contemplated by this rule. 


Unused lines disclosed as supporting commercial paper or 
other debt arrangements should include only usabie lines. 
For this purpose usable lines are construed to be total lines 
used to support commercial paper less lines needed to meet 
“clean-up” provisions of a borrowing arrangement. Such 
Provisions require borrowers to retire credit extended at a 
bank or banks at some specified interval for a specified 
period. Total lines outstanding are therefore not necessarily 
a measure of the total credit available on a continuing basis. 
Similarly, if a corporation has lines arranged with several 
banks which in total exceed borrowing levels permitted 
under existing lending agreements, disclosure should be 
limited to usable amounts. 

Py 
Rules 5-02-29 and 5-02-32 wou LS ude disclosure of 
commitments such as standby commitments, commitments 
for future disbursements, and unused revolving credits 
maturing after one year 


Responsibilities 


The registrant is responsible for preparing financial state- 
ment disclosure of short-term interest rates, compensating 
balances, unused confirmed lines of credit, commercial 
paper and other disclosures as specified in these rules and 
guidelines. The independent accountant has the respon- 
sibility of satisfying himself that the disclosure is adequate. 
When arrangements such as compensating balances and un- 
used confirmed lines of credit exist, their determination 
and verification would be facilitated and more readily sub- 
stantiated if the borrower set forth the bases of the mutual 
understanding in a letter submitted to the lender (or 
potential lender) with a request for confirmation. 


The amendments to Regulation SX have been adopted pur- 
suant to authority conferred on the Commission by the 
Securities Act of 1933, particularly Sections 6, 7, 8, 10 and 
19(a) thereof; the Securities Exchange Act of 1934, parti- 
cularly Sections 12, 13, 15(d) and 23(a) thereof; the Public 
Utility Holding Company Act of 1935, particularly Sections 
5(b), 14 and 20(a) thereof; and the Investment Company 
Act of 1940, particularly Sections 8, 30, 31(c) and 38(a) 
thereof. 


The above amendments to Rules 5-02-1, 5-02-18, 5-02-25, 
5-02-29 and 5-02-32 of Regulation S-X shall be applicable 
to financial statements filed after December 31, 1973, for 
periods beginning on or after December 30, 1972. Require- 
ments for disclosure of compensating balances as stated in 
Rule 5-02-1 prior to this release are deferred until December 
31, 1973, at which time these amendments shall take effect. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5437/November 14, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10496/November 14, 1973 


PUBLIC FACT FINDING INVESTIGATION IN THE 
MATTER OF THE “HOT ISSUES” SECURITIES 
MARKETS-DISTRIBUTION AND TRADING PHASE 


The Securities and Exchange Commission announced today 
that, in connection with the final phase of its public in- 
vestigation in the Matter of the Hot Issues Securities Market, 
public hearings are scheduled to be conducted by the Divi- 
sion of Corporation Finance on December 10, 1973 at the 
Commission’s New York Regional Office, 26 Federal Plaza, 
New York, New York. The primary purpose of these hear- 
ings, as they relate to the distribution of and trading in the 
securities of certain specific companies, is to develop in- 
formation for rule-making purposes and consideration of 
disclosure and regulatory policies and not for enforcement 
purposes. Witnesses will include investors who purchase at 
premium prices three first-time offerings - Cabana Coach 
Corporation, International Furniture Galleries, Inc. and 
Telco Marketing Services, Inc. - which were selected by the 
Commission for analysis because they had experienced 
dramatic aftermarket price increases and were enumerated 
in Securities Act Release No. 5335, Securities Exchange 
Act Release No. 9877. The hearings will focus particularly 
on the following subjects which were set forth in the above 
release announcing the selection of the three issues: 


1. The use of supplemental sales literature in addition to 
statutory prospectuses in connection with the distribution 
and trading of such securities; 


2. The nature of oral communications between customer 
and associates of underwriters and dealers participating in 
distribution and trading of such securities; 


3. The classes of investors purchasing or selling such 
securities at different stages of an offering, /.e., in the distri- 
bution, or in various stages of aftermarket trading, and the 
bases for underwriters’ allocations of such securities to cus: 
tomers; 


4. Considerations involved in such investors’ investment 
decisions, including the weight given by them to various 
forms of disclosure available to them including statutory 
prospectuses and supplemental sales literature; and 


5. Prospectus delivery practices of underwriters and 
dealers including distribution of preliminary prospectuses. 


By the Commission. 


George A. Fitzsimmons 
Secretary 











SECURITIES ACT OF 1933 
Release No. 5438/November 14, 1973 


ns 
a NOTICE OF EXTENSION OF TIME FOR COMMENT 
ON REVISED PROPOSED RULE 146, "TRANSACTIONS 
BY AN ISSUER DEEMED NOT TO INVOLVE ANY PUB- 
LIC OFFERING.” (File No. S7-458) 


On October 10, 1973, the Commission published for com- 
ment revisions of proposed Rule 146, “Transactions by an 
Issuer Deemed Not to Involve Any Public Offering” (Securi- 
ties Act Release No. 5430). The time for submitting such 
comments expires November 15, 1973. However, the Com- 
mission has received requests for additional time within 
which to submit comments on proposed rule 146, and in 
light of the difficulty in achieving rapid dissemination of 
the October 10 release, the Commission has determined to 
extend the time for submitting comments to December 14, 





today 1973. All interested persons are invited to submit their 
: k comments in writing to George A. Fitzsimmons, Secretary, 
arkes, Securities and Exchange Commission, 500 North Capitol 
Divi Street, Washington, D. C. 20549 on or before December 14, 
, he 1973. Such communications should refer to File No. S7- 
rns 458 and will be available for public inspection. 
“_ By the Commission. 
of George A. Fitzsimmons 
none Secretary 
se at 
ach 
id 
yy the 
d SECURITIES ACT OF 1933 
ated J Release No. 5439/November 14, 1973 
ge 
ularly ANNUAL UP-DATING OF INVESTMENT COMPANY 
above = PROSPECTUSES 
; The Division of Corporation Finance today reminded invest- 
tion to ment company issuers of the procedures it adopted last 
ution year to facilitate the review of post-effective amendments 
filed to accomplish the annual up-dating of prospectuses. 
Such procedures were set forth in Release 33-5305 dated 
stomer September 21 , 1972. 
ng in 
The Division requested that issuers accomplish the follow- 
ing mechanical steps which will assist the staff in reviewing 
—7 such filings: 
id the 1. Issuers are requested to set forth the following in- 
to Cus: formation on the facing sheet of the amendments filed pur- 
suant to Release No. 5305: 
stment a. The type of filing, i.e., “narrative only” or "2nd 
ous part of 5305 filing”; 
tory 
b. The Fund’s fiscal year end ("narrative only” 
filing); 
ind 
tuses. c. The date on which the narrative was submitted 


("2nd part of 5305 filing”). 


— 2. issuers are requested to file financial statements for- 
$ mally in “2nd part of 5305 filing” as soon as practicable 








after the close of the company’s fiscal year. The textual 
part of such amendment should reflect those changes, if 
any, made as a result of earlier staff comments. All textual 
changes should be underscored pursuant to Rule 472(a) 
under the Securities Act of 1933. 


3. Issuers are requested to specifically note in the trans- 
mittal letters changes which have been made other than 
pursuant to staff comments. 


The Division feels its experience with the two part filing 
procedure has been favorable. To the extent that issuers 
complied with Release No. 5305, a substantial number of 
“eleventh hour comments”, burdensome to the staff and 
issuers alike, were eliminated. The continued success of the 
two part filing procedure will be increased proportionately 
to the number of issuers who avail themselves of it. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10490/November 14, 1973 


COMMISSION STUDY OF MULTIPLE EXCHANGE 
OPTION TRADING AND OPTION TRADING IN 
GENERAL (File No. 4-170) 


The Commission has announced that it has under study 
and is requesting public comment on various questions that 
have arisen in connection with the interest expressed by 
several exchanges in using their facilities for option trading. 
Two of these exchanges, the American (“Amex”) and the 
PBW (”"PBW”) Stock Exchanges, have each formulated pro- 
grams for the trading of options before the end of this year, 
and each exchange has prepared drafts of proposed rules to 
implement its programs. Upon the formal filing of these 
rules, which is expected to occur shortly, the Commission 
will immediately invite public comment on them. 


On February 1, 1973, the Commission granted the appli- 
cation of the Chicago Board Options Exchange, Inc. (“CB 
OE”) for registration as a national securities exchange “to 
permit it to test the market for such options within a con- 
trolled environment.” 1/ As part of its pilot program, the 
CBOE gave assurances that it would study closely and sub- 
mit regular reports on its operations. While the CBOE’s 
recent report covering its first three months of operation 
represents a constructive initial step in implementing this 
program, itis inconclusive on a number of major questions, 
including the impact of its option trading on the markets 
for underlying securities, the composition and investment 
objectives of investors buying and selling in the CBOE 
market and the nature of the economic functions performed 
by, and viability of, an options exchange. 
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As previously announced, 2/ the Commission has not 
made any definitive determinations with respect to a num- 
ber of basic questions concerning option trading on ex- 
changes including whether options should be traded, on a 
pilot basis or otherwise, on more than one exchange or on 
exchanges that also trade other forms of securities. The 
Commission believes that these questions are matters of 
great significance, not only to the nation’s registered securi- 
ties exchanges but also to the members of the securities in- 
dustry and to public investors. Accordingly, the Com- 
mission has decided to invite all persons interested in, or 
affected by, option trading to provide the Commission with 
the benefit of their views. Inasmuch as a full assessment of 
trading in options on the CBOE has not yet been made and 
may have to await further study, the views and data solicit- 
ed herein will be of assistance to the Commission at such 
time as it is in a posture to decide the questions now before 
it regarding option trading. In order to assist those persons 
wishing to comment on these various questions, certain 
background is set forth below. 


The CBOE has been able to create a secondary market for 
options by applying, among other approaches, various 
commodity futures trading and clearing principles to op- 
tions and by creating fungible options. The CBOE option is 
made fungible by limiting its variables - the expiration date, 
the striking price and the premium. The options expire 
either on the last day of January, April, July or October. 
The striking prices (the price per share at which the under- 
lying stock may be purchased upon exercise of the option) 
of CBOE options are fixed at 5-point intervals for stocks 
trading below $50, 10-point intervals for stocks trading 
between $50 and $100 and 20-point intervals for stocks 
trading above $100. If the price of the underlying security 
fluctuates substantially, new options may be written with 
the same expiration dates but with different striking prices, 
but the number of different striking prices of options on 
that stock are limited. The premium, the price paid for the 
option itself, is determined by the secondary market. 


Both the Amex and the PBW draft proposals are based very 
largely on CBOE’s plan. The major difference between 
CBOE’s program and those of Amex and PBW is that Amex 
and PBW would expect to utilize their present specialist 
systems instead of segregating the agent and dealer functions 
between board brokers and competing market makers. Fur- 
thermore, CBOE permits competing market makers for 
options traded on its floor, whereas Amex would propose 
the traditional approach of having only one market maker 
for each issuer’s options traded on its exchange. PBW’s 
program differs from both the CBOE and the Amex 
programs in that it would extend its system of alternate 
specialists to options trading and in that the options on the 
PBW would expire in different months. 3/ Amex and PBW 
intend to trade options having the same underlying issuers as 
some options which are traded on the CBOE as well as 
options on other securities; however, all securities subject 

to such options would be listed and traded on the New York 
Stock Exchange. 


The Commission views its various Congressional mandates 
under the Securities Exchange Act of 1934 4/ as requiring 
that it proceed with caution in permitting the expansion of 
option trading on exchanges and that it take all steps neces- 
sary to maintain close surveillance over such trading to in- 
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sure investor protection. Accordingly, the Commission 
believes that there should be broad public participation in 
the consideration and resolution of the many basic questions * 
arising out of trading in options on the CBOE as well as the & 
proposals for such trading on the Amex and PBW. Because 
of the significance and the wide-ranging nature and scope 
of the Commission's inquiry, written submissions by inter- 
ested persons appear appropriate. After these submissions 
are reviewed, the Commission will entertain oral statements 
by those persons desiring to make such presentations that 
have submitted written statements. 







To aid the Commission, commentators are specifically asked 
to address themselves to the following considerations. Com- 
mentators, of course, should feel free to comment on other 
aspects of these issues that may not be specifically set forth 
below. 


|. OPTION TRADING IN GENERAL 


As previously indicated, the following are basic areas of 
inquiry in the Commission’s evaluation of the CBOE’s pilot 
project and should be addressed by commentators: 


(a) What economic functions are served by the writing 
and purchasing of options in today’s markets (e.g., hedging, 
leveraging, speculation ? If there are several economic func- 
tions, to what extent is each served and likely to be served 
in the option market? By whom? Do these functions, 
either individually or in net effect, serve the public interest? 


(b) What is the nature of the investor population that 
now Participates, or that likely will participate, in the trad- 
ing of options in an exchange option market? To what ex- 
tent are the present participants and likely future partici- 
pants: sophisticated; unsophisticated; professional; institu- 
tional; small; or investors that would not otherwise parti- 
cipate in the securities market? 





(c) Whatis the actual and potential impact of an op- 
tion market on the investment and trading habits (in- 
cluding the use of margin) of the categories of investors 
mentioned in (b) above respecting direct investment in: the 
securities underlying the options; in securities not under- 
lying the options; in low priced securities; in new issues? 
Would such impacts be, in the public interest? 


(d) Of special concern to the Commission has been 
the subject of the writing of “uncovered options.” 5/ What 
economic function(s) are served by uncovered options? 

In this connection, consider how these functions may vary 
depending on the type of writer -- e.g., market maker, 
specialists, floor traders, institutional investors or small 
investors? 6 / How do these functions, either individually 
or together, serve the public? What are the actual and 
potential impacts of uncovered options on the market for 
the underlying securities? Would such impacts be in the 
public interest? 


(e) To what extent should limits be prescribed regard 
ing the number of option contracts which can be outstand- 
ing relative to any given security issue or, taking convertibles 
into account, issues? Should there be limits on the number 
of options to purchase or sell such securities which can be 
written or held by the same person? How should such 
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limits be developed? In this regard should options or un- 
covered options be prohibited with respect to certain 
security issues? 


(f) Should options having a life in excess of a 
specified period of time be prohibited? If so, what should 
that specified period of time be? Should the writing of op- 
tions with a remaining life less than a specific period of 
time be prohibited? If so, should such prohibition be pre- 
dicated on whether the writing is covered or uncovered? 


ll. EXCHANGE OPTION TRADING 
A. Multiple Pilots 


1. Should exchange option trading be limited to the 
CBOE pilot project, which is now underway and being 
monitored by the Commission, until sufficient information 
along the lines described in the previous questions can be 
developed and evaluated? To what extent would additional 
pilots facilitate or obstruct the resolution of those questions? 
How? 


2. If multiple exchange pilot programs should be per- 
mitted, on what conditions? In this regard consideration 
should be given to the following interrelated factors: 


(a) The regulatory scheme which should govern such 
multiple trading, if it is to be permitted, including the neces- 
sity for and desirability of uniform trading rules, clearing 
procedures, and surveillance mechanisms; 


(b) The burdens on and costs to exchanges and their 
members arising from such multiple trading and the accom- 
panying regulatory programs, including the development of 
single or multiple systems for trading executions, settlement, 
and clearance and necessary surveillance organizations or 
systems; 


(c) The necessity for or desirability of inter-market 
competition and/or coordination in each of the various 
principal aspects 7/ of a multiple exchange system for op- 
tion trading notes in (a) and (b) above -- e.g., in trading, 
clearance, settlement, and surveillance systems. In this con- 
nection, for example, commentators should consider whe- 
ther option trading should be permitted prior to the develop- 
ment and implementation of an appropriate composite tape 
and/or quotations system and whether, in the clearing area, 
largely separate competing systems should be allowed to 
proceed, as now proposed. 


(d) Should the Commission permit the introduction 
of the traditional exchange specialist system in connection 
with option trading, as now proposed by Amex and PBW? 
8/ Is the nature of exchange option trading such that the 
total segregation of the agency and dealer functions would 
be appropriate in the public interest? With respect to the 
specialist dealer function in option trading, is it necessary or 
desirable to require competitive market making in each 
exchange market? 


B. Multiple Permanent Markets 


The Commission is of the opinion that it is now appropriate 
to consider not only the immediate question raised underA. 


above, but also the longer range question as to whether 
(and, if so, under what conditions) it ultimately would be 
in the public interest to have multiple exchange markets en- 
gaged in trading options as a permanent part of the nation’s 
securities markets. In this regard, commentators should 
consider the factors summarized in paragraph 2 of A. above. 


Both the CBOE and the Amex have submitted comments 
on the questions raised by the proposed multiple exchange 
option trading. These submissions, which are in the public 
file of this study, raise similar as well as additional questions 
on which commentators may wish to express their views. 


Written statements of views and comments in regard to the 
foregoing should be addressed to: George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 

North Capitol Street, Washington, D. C. 20549 on or before 
January 11, 1974. Reference should be made to file num- 
ber 4-170. All such communications will be available for 
public inspection. 


Oral presentation procedures 


In light of the significance of the issues involved, the Com- 
mission has determined to entertain oral statements by 
those persons submitting written comments. In order to 
facilitate the Commission's consideration of any oral state- 
ments, the following procedures will be employed: 


1. Oral statements shall be heard commencing January 
29, 1974 and shall be limited to 15 minutes each. Persons 
desiring additional time should request a specified additional 
amount of time, and accompany their request with an 
adequate explanation of their need for additional time. 
Thereafter, the Commission will notify all persons requesting 
an opportunity to make an oral presentation of the date 
and amount of time allocated therefore. 


2. The written text of the oral statement to be given 
must be received by the Office of the Secretary of the Com- 
mission no later than one week prior to the scheduled oral 
statement. 


3. Persons making oral presentations should be prepared 
to respond to inquiries from the Commission and its staff. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1L/ In the Matter of the Application of the Chicago Board 
Options Exchange, Inc. for Registration as a National 
Securities Exchange, Securities Exchange Act Release No. 
34-9985 (February 1, 1973) p. 2. Only call options (the 
right to purchase a security at a certain price, within a 
specified time period) are traded on the CBOE. Both the 
Amex and PBW plans include only call options. 


2/ Securities Exchange Act Release No. 34-10397 (Sep- 
tember 21, 1973), “Republication of Proposed Rule 9b-1 
Concerning Exchange Transactions in Options; Request for 
Comments on the Chicago Board Options Exchange, Inc. 
Plan Pursuant to Rule 9b-1.” 
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3/ CBOE now trades and Amex intends to trade options 
that expire in the months of January, April, July and Octo- 
ber. The PBW intends to trade options expiring in the 
months of December, March, June and September plus an 
additional fifteen month option (i.e. options that expire 
one year and three months after the commencement date 
of trading). 


4/ Especially, Sections 6, 9(b) and (c), 19(b) and 23(a). 


5/ Securities Exchange Act Release No. 34-9994 (Feb- 
ruary 8, 1973), “Proposal of Rule 9b-2 under the Securities 
Exchange Act of 1934.” 


6/ Securities Exchange Act Release No. 34-10312 (Au- 
gust 1, 1973), “Commission Review of Option Trading by 
Specialists, Market Makers, Floor Traders, and Block Posi- 
tioners.” 


Z/ See n. 3, supra. 
8/ See p. 2 supra. for discussion on the difference bet- 


ween CBOE’s specialist system and the traditional specialist 
systems Amex and PBW intend to utilize. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10491/November 9, 1973 


The Securities and Exchange Commission announced that 
the temporary suspension of over-the-counter trading in 
the securities of Autobale America Corp. ("“Autobale”) of 
San Leandro, California, will terminate at midnight (EST) 
November 12, 1973. 


The Commission initiated the trading suspension in the 
securities of Autobale on October 24, 1973 because of the 
unavailability of adequate and accurate information con- 
cerning the business operations of Autobale. In addition, 
certain questions had been raised as to recent developments 
concerning the management and control of Autobale. The 
company informed the Commission that it placed a stop 
order prohibiting the transfer of the company’s common 
stock. The stop order is still in effect. 


Autobale is delinquent in filing its Annual Report on Form 
10-K for the year ended March 31, 1973 and its 10-0 
Quarterly Report for the quarter ended June 30, 1973. 


Former officers and directors of the company have informed 
the Commission that at a stockholders’ meeting held Oc- 
tober 14, 1973, new management was elected; that a couple 
of weeks later they resigned; and that Autobale presently 
has no employees and is not conducting any business oper- 
ations. 


The Commission cautions broker-dealers, shareholders anc 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
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the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has , 
any questions as to whether or not he has complied with =| 
said rule, he should not enter any quotation but immediate- ¥ 
ly contact the staff of the Securities and Exehange Com- 
mission, Division of Enforcement in Washington, D. C. 

If any broker or dealer is uncertain as to what is required 

by Rule 15c2-11, he should refrain from entering quota- 
tions relating to the securitiesin question until such time 

as he has familiarized himself with said rule and is certain 
that all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said rule, 
the Commission will consider the need for prompt enforce- 
ment action. 









SECURITIES EXCHANGE ACT OF 1934 
Release No. 10492/November 13, 1973 


The Securities and Exchange Commission has issued notices 
giving interested persons until November 23 to request a 
hearing on applications of the following exchanges for un- 
listed trading privileges in the common stocks or specified 
securities of the named companies: 


Boston Stock Exchange 


Leasco Corporation - $2.60 cumulative preferred stock, 
Series C 


Detroit Stock Exchange 





Bausch & Lomb, Inc. 
Disney (Walt) Productions 
Grant (W. T.) Company 
Guardian Industries 
Levitz Furniture Corp. 
Pitney Bowes, Inc. 
Ponderosa System, Inc. 
Ramada Inns, Inc. 
Winnebago Industries, Inc. 


PBW Stock Exchange, Inc. 


Den-Tal-Ez, Inc. 
Dun & Bradstreet Companies, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10493/November 13, 1973 


See Securities Act Release No. 5436/November 13, 1973. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10494/November 13, 1973 







The Securities and Exchange Commission announced pur- 





suant to Section 15(c) (5) of the Securities Exchange Act 
of 1934 ("Exchange Act”) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 

? at 1:15 p.m. (EST) on November 13, 1973 and terminating 
at midnight (EST) on November 22, 1973 of the securities 
of the following issuer which has failed to file with the 
Commission the indicated reports: 





ate 


F |.E.A. CORPORATION, located in Palm Beach Gardens, 
e Florida (10-K Annual Report for 1972 and 10-O Quarterly 


in Reports for 1973). 
ir 


| rule, 
rce- 


The Commission initiated the subject suspension because 
the subject issuer failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of current 
and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 

otices 

a Furthermore, brokers and dealers should be alert to the fact 

un- that, pursuant to Rule 15c2-11 under the Exchange Act, at 

fied the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 

K, ly contact the staff of the Division of Enforcement in Wash- 
ington, D. C. If any broker or dealer is uncertain as to what 
is required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such 

a time as he has familiarized himself with said rule and is 

certain that all of its provisions have been met. If any bro- 
ker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10495/November 13, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act 
of 1934 ("Exchange Act”) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 1:15 p.m. (EST) on November 13, 1973 and continuing 
through November 22, 1973 of the securities of the follow- 
ing issuers which have failed to file with the Commission 
the indicated reports: 


Stanndco Developers, Inc. located in Rochester, New York 
(10-0 quarterly reports for the quarters ending June 30, 


1973. 1973 and March 31, 1973). 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of current 
and accurate information available to the public. 





The Commission cautions brokers-dealers, shareholders, and 
Prospective purchasers that they should carefully consider 
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the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied 

with all of the provisions of said rule. If any broker or 
dealer has any questions as to whether or not he has com- 
plied with said rule, he should not enter any quotation but 
immediately contact the staff of the Division of Enforce- 
ment in Washington, D. C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 

in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will con- 
sider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10496/November 14, 1973 


See Securities Act Release No. 5437/November 14, 1973. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10497/November 14, 1973 


Admin Proc. Files Nos. 3-3643 and 3-3935 
In the Matters of 


TRANSAMERICAN SECURITIES, INC. 
Newhouse Building 

Salt Lake City, Utah 

(814736) 


DUANE SMITH JENSON 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


Transamerican Securities, Inc., a registered broker-dealer 
(“registrant”), and Duane Smith Jenson, registrant's presi- 
dent and majority shareholder, respondents in two adminis- 
trative proceedings pursuant to Sections 15(b) and 15A of 
the Securities Exchange Act, have submitted an offer of 
settlement. Under the terms of the offer, solely for the pur- 
pose of those proceedings and any others pursuant to the 
above sections of the Exchange Act and Sections 203(e) 
and 203(f) of the Investment Advisers Act of 1940 and 
without admitting or denying the allegations in the orders 
for proceedings, respondents have consented to findings of 
violations as alleged in those orders and to the imposition of 
specified remedial sanctions. 


Upon the recommendation of its staff, the Commission 


determined to accept the offer of settlement. On the basis 
of the orders for proceedings and respondents’ offer, it is 
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found that: 1/ 


1. During the period from about July 1969 to March 
28, 1972 respondents willfully violated and willfuily aided 
and abetted violations of Sections 5(a) and 5(c) of the 
Securities Act of 1933 in that they offered, sold and de- 
livered shares of the common stock of Com Tel, Inc. when 
no registration statement pursuant to the Securities Act had 
been filed or was in effect as to said securities. 


2. From about December 16, 1969 to March 28, 1972 
registrant willfully violated and Jenson willfully aided and 
abetted violations of Section 7(c) of the Exchange Act and 
Sections 3 and 4 of Regulation T promulgated thereunder 
by the Board of Governors of the Federal Reserve System, 
in that registrant extended and arranged for credit to cus- 
tomers for purchase of Com Tel, Inc. shares and established 
special accounts for customers without recording each such 
account separately, confining it to the transactions and re- 
lations specifically authorized for such account and main- 
taining adequate records therefor. 


3. During the period from about January 1971 to Feb- 
ruary 1972, respondents willfully violated and willfully aided 
and abetted violations cf Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder in that, in the offer, sale 
and purchase of common stock of Western Oil Development 
Company and New Era Industries, Inc., they artificially 
influenced the market prices and created a false and mis- 
leading appearance of an active market for such securities; 
effected transactions for customers involving no change in 
the beneficial interest in the securities; and entered purchase 
and sale orders with the knowledge that substantially match- 
ing sale and purchase orders, respectively, had been or were 
to be entered. 


The offer of settlement provides that registrant’s broker- 
dealer registration may be revoked, provided that registrant 
may effect liquidating transactions in securities in which it 
holds along position on a C.O.D. basis with other brokers 
and dealers and may make deliveries of securities owed to 
other brokers not yet received back from transfer. The offer 
also provides that Jenson may be barred from association 
with any broker or dealer, with the condition that after two 
years from the date of this order he may apply to the Com- 
mission for permission to become associated with a broker- 
dealer in a supervised capacity. 


In view of the foregoing, it is in the public interest to take 
the remedial action specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED, subject to the above pro- 
visions and conditions, that the registration as a broker and 
dealer of Transamerican Securities, Inc. be, and it hereby is, 
revoked and that Duane Smith Jenson be, and he hereby is, 
barred from association with any broker or dealer. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ These findings are binding only on the captioned res- 
pondents and are not binding on any other respondents 
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named in the orders for proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10498/November 14, 1973 


The Securities and Exchange Commission has issued orders 
granting an application of the National Stock Exchange to 
strike from listing and registration the common stock of 
General Electronics, Inc. effective at the opening of busines 
on November 12, 1973. According to the application, 
General Electronics has failed to file timely reports with the 
Exchange and has not held annual shareholders meetings 
or mailed annual reports to shareholders for the past two 
years. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10499/November 15, 1973 


The Securities and Exchange Commission instituted public 
administrative proceedings against Bovers Parnass & Turel, 
Inc. (“BPT”), of Jersey City, New Jersey, Diamond West 
Corporation, owner of 100% of the voting stock of BPT; 
Howard F. Bovers, president of BPT; Mark S. Parnass, 
secretary and director of BPT; and Lawrence R. Turel, vice 
president and director of BPT, based on ; alleged violations 
of Section 15(c) of the Securities Exchange Act of 1934 an 
Rule 15c3-1, ("Net Capital Rule”) thereunder; issuance of 
a permanent injunction by the United States District Court 

of New York City enjoining the respondents from further 
violations of the above cited section and rule; and the 
appointment of a trustee pursuant to the Securities Investo 
Protection Act of 1970. 





A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respondent 
an opportunity to offer any defense thereto and for the 
purpose of determining whether the allegations are true ani 
if so, what if any action of a remedial nature should be 
ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 | 
Release No. 10500/November 15, 1973 


Admin. Proc. File No. 3-4119 

In the Matter of 

SCHMIDT, ELLIS & ASSOCIATES, INC. 
14500 West Eight Mile Road 


Oak Park, Michigan 
(8-8148) 


est eo Ueto l alUeDlUC CU KlC Ce 


HAROLD W. SCHMIDT 





FINDINGS AND ORDER IMPOSING REMEDIAL SANC 
TIONS 


oOhUrF, 









In these proceedings pursuant to Sections 15(b) and 15A 
of the Securities Exchange Act, Schmidt, Ellis & Associates, 


"# inc. (“registrant”), a registered broker-dealer, and Harold 
@*P Ww. Schmidt, its president and principal stockholder, submit- 
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ted an offer of settlement. 


Solely for the purpose of this proceeding and any other 
proceedings pursuant to the above sections or Section 203 
(e) of the Investment Advisers Act, and without admitting 
or denying the allegations in the order for proceedings, res- 
pondents consented to findings of willful violations and 
willful aiding and abetting of violations as alleged in that 
order and to the imposition of specified remedial sanctions. 


Upon the recommendation of its staff, the Commission 
determined to accept the offer of settlement. On the basis 
of the order for proceedings and the offer, it is found that 
at varying times beginning in 1970 registrant, willfully aided 
and abetted by Schmidt, willfully violated the following 
sections of the Exchange Act and rules thereunder: 


1. Section 17(a) and Rule 17a-3 in that it failed accu- 
rately to make and keep current certain books and re- 
cords. 


2. Section 15(c) (3) and Rule 15c3-1 in that it effected 
securities transactions when its aggregate indebtedness to 
all other persons exceeded 2,000 per centum of its net 
capital and it did not have and maintain net capital of not 
less than $5,000. 


3. Section 17(a) and Rule 17a-11 in that it failed to 
give telegraphic notice to and file reports with the Com- 
mission respecting its records and financial condition as 
required by that rule. 


4. Section 17(a) and Rule 17a-5 in that it failed to file 
with the Commission a report of its financial condition for 
1971 within the time required by the rule. 


5. Section 15(b) and Rule 15b3-1 in that it failed to file 
promptly amendments to its broker-dealer registration 
application to reflect changes in its directors and in the 
ownership of its common stock. 


The offer of settlement provides that registrant’s broker- 
dealer registration may be revoked and that Schmidt may 
be suspended from association with any broker-dealer for a 
period of 90 days, following which he is to be permitted to 
be so associated only in a non-supervisory capacity and 
upon a showing of adequate supervision. 


In connection with their offer of settlement, respondents 
represented that registrant terminated its public broker- 
dealer business in November 1971 and during the year then 
ended engaged in only 67 transactions, most of them in 
mutual funds. They asserted that the extended illness and 
subsequent death of registrant's cashier, one of only two 
employees, contributed materially to the alleged violations. 
Respondents further represented that registrant had deliver- 
ed out all customer funds and securities except about $1000 
owed to 6 customers and securities owed to 5 customers. 
They undertook to deliver those funds and securities prompt- 
ly, subject to oversight by the Commission’s Detroit Branch 
Office. Respondents further agreed that in the event they 
did not accomplish such delivery in an accurate, diligent and 








timely manner, the Commission could reopen and/or re- 
institute these proceedings. 


In view of the foregoing it is appropriate in the public in- 
terest to impose the sanctions specified in the offer of 
settlement. 


Accordingly, 1T 1S ORDERED, subject to respondents’ un- 
dertaking and agreement described above, that the registra- 
tion as a broker and dealer of Schmidt, Bilis & Associates, 
Inc. be, and it hereby is, revoked; and that Harold W. 
Schmidt be, and he hereby is, suspended from association 
with any broker or dealer for a period of 90 days, effective 
immediately, following which he may be so associated only 
in a non-supervisory capacity and upon a showing of ade- 
quate supervision. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10501/November 15, 1973 


Admin. Proc. File No. 3-4215 
In the Matter of 


NICHOLAS LEWNES 
Brooklyn, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


Nicholas Lewnes, formerly a registered representative 
employed by 2 broker-dealer and a respondent in these pro- 
ceedings pursuant to Sections 15(b), 15A and 19(a) (3) of 
the Securities Exchange Act, has submitted an offer of 
settlement. 


Upon the recommendation of its staff, the Commission 
determined to accept the offer. 


Under the terms of the offer, respondent without admitting 
or denying the charges against him, consented to findings 
that he willfully violated and willfully aided and abetted’ 
violations of Regulation T issued by the Board of Governors 
of the Federal Reserve System pursuant to Section 7 of the 
Securities Exchange Act with respect to the amount of cre- 
dit that may be initially extended and subsequently main- 
tained on registered securities, and that he pleaded guilty 

to these violations in the United States District Court for 
the Southern District of New York on June 16, 1969 and 
was sentenced to pay a $1 fine. 1/ 


Respondent consented to the entry of an order censuring 
him and providing that he may not become a supervisor in 
the back-office of a broker-dealer without obtaining the 
prior permission of the Commission. 


In view of the foregoing, it appears appropriate to impose 
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the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that Nicholas Lewnes be, 
and he hereby is, censured and that he may not become a 
back-office supervisor except as provided above. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ These findings bind only the captioned respondent and 
are not binding on any other respondent named in the order 
for proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10502/November 16, 1973 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 7/November 16, 1973 


The Securities and Exchange Commission has ordered admin- 
istrative proceedings under the Securities Exchange Act of 
1934 and the Securities Investor Protection Act of 1970 
involving Dickinson, Rothbart & Co., Inc. (”Registrant”), a 
New York broker-dealer, Glen |. Rothbart ("Rothbart"), 

the president, a director, and a stockholder of Registrant, 
Norman H. Shultz (“Shultz”), the vice president of Regis- 
trant, and Robert J. Birchfield (“Birchfield”), a principal of 
Registrant. 


These proceedings are based upon allegations by the Com- 
mission's staff that Registrant wilfully violated, and Roth- 
bart, Shultz and Birchfield wilfully aided and abetted vio- 
lations of, the Net capital Rule, Bookkeeping Rules, Supple- 
mental Reporting Requirements, Customer Segregation Rule, 
Margin Regulations, and Broker-Dealer Registration Re- 
quirements under the Securities Exchange Act of 1934. On 
March 16, 1973 an injunction was issued against Registrant, 
Rothbart, and Birchfield by the United States District 
Court for the Southern District of New York, enjoining 
them from further violations of the above rules, and on 
September 10, 1973 the Court issued an injunction against 
Shultz enjoining him from further violations of the above 
rules. On March 16, 1973 the Court appointed a trustee 

for Registrant pursuant to the Securities Investor Protection 
Act of 1970. 


A hearing will be scheduled by further order to take evidence 
on the staff’s allegations and to afford the respondents an 
opportunity to offer any defenses thereto, and for the pur- 
pose of determining whether the allegations are true and, if 
so, whether any action of a remedial nature should be order- 
ed by the Commission. 


See Litigation Release Nos. 5812 and 6110. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10503/November 16, 1973 
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NOTICE OF A FILING PURSUANT TO SECTION 12(h) 
OF THE ACT 






The Securities and Exchange Commission has issued a b 
notice giving interested persons until December 7 to re- ¥ 
quest a hearing upon an application of Armco International | 
Finance Corporation ("the Company”), a subsidiary of 
Armco Steel Corporation ("Armco") pursuant to Section 
12(h) of the Securities Exchange Act of 1934 for an order 
exempting Armco from the reporting provisions of Section 
13 of the Act. The Company was organized by Armco for 
the principal purpose of obtaining funds for the capital re- 
quirements of Armco’s international operations. The Com 
pany’s Debentures are listed on the New York Stock Ex- 
change but no transactions in the Debentures have occurred, 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10504/November 15, 1973 


Admin. Proc. File No. 3-3973 
In the Matter of 


SAMUEL WEISBERGER 
doing business as 

FIRST NEW YORK EQUITITES CO. 
132 Nassau Street 
New York, New York 
(814629) 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 





In these broker-dealer proceedings under the Securities 
Exchange Act, Samuel Weisberger, doing business as First 
New York Equities Co. ("registrant”), a registered broker- 
dealer, has submitted an offer of settlement. Solely for the 
purpose of these proceedings or any other proceedings pur. 
suant to Sections 15(b) and 15A of the Exchange Act and 
Section 203 of the Investment Advisers Act, and without 
admitting or denying the allegations in the order for pro- 
ceedings, registrant consents to findings of willful violation 
of the securities acts as alleged in that order and to the im-- 
position of specified sanctions. Upon the recommendation 
of its staff, the Commission determined to accept the offer 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. During the period from March 17, 1971 to October 
17, 1972, registrant willfully violated Sections 5(a) and 
5(c) of the Securities Act in that he offered, sold and de- 
livered shares of common stock of Associated Mobile 
Scholls and Modern Training Centers, Inc. (“AMS”) whent 
registration statement had been filed or was in effect as to 
those shares. 


EE  —-— 


2. During the same period, registrant willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of f 
the Exchange Act and Rule 10b-5 thereunder in that, in th 
offer and sale of AMS common stock, he failed to disclose 
that he had artificially inflated the price of the stock; that 
AMS was entirely dependent on the services of a certain 
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individual whose absence would have a materially adverse 
effect on the company’s intended business; that, contrary 
to the representations made in the notification and offering 
circular filed with the Commission pursuant to Regulation 
Aunder the Securities Act, Weisberger did not intend to 
make a bonafide public offering of 100,000 shares of AMS 
stock; and that he utilized nominee accounts in the distri- 
bution of the stock. 1/ 


3. On or about August 31, 1971 and prior thereto, regis- 
trant willfully violated Section 15(c) (3) of the Exchange 
Act and Rule 15c3-1 thereunder in that he effected securi- 
ties transactions when his aggregate indebtedness to all other 
persons exceeded 2,000% of his net capital and he did not 
have and maintain net capital of at least $5,000. 


4. During the period from about January 27, 1971 to 
October 17, 1972, registrant willfully violated Section 7(c) 
(1) of the Exchange Act and Regulation T promulgated 
thereunder by the Board of Governors of the Federal Re- 
serve System in that he failed promptly to cancel or other- 
wise liquidate transactions of customers who purchased 
securities in special cash accounts and did not make full pay- 
ment therefor within seven business days. 


5. During the period from October 15, 1971 to October 
17, 1972, registrant willfully violated Section 15(b) of the 
Exchange Act and Rule 15b3-1 thereunder in that he failed 
to amend his application for broker-dealer registration to 
disclose that he was subject to a cease and desist order is- 
sued by the New Jersey Bureau of Securities. 


6. During the period from about June 1971 to October 
1972, registrant willfully violated Section 17(a) of the Ex- 
change Act and Rules 17a-3 and 17a-5 thereunder in that 
he failed to make and keep current certain books and re- 
cords and failed to file a financial report for 1971. 


The offer of settlement provides that registrant's broker- 
dealer registration may be revoked, and that he may be 
barred from association with any broker-dealer, investment 
adviser or investment company with the proviso that, after 
one year, he may apply to the Commission for permission 
to re-enter the securities industry in a non-supervisory and 
non-proprietary capacity upon a proper showing that he will 
be supervised. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Samuel Weisberger, doing business as 
First New York Equities Co., be and it hereby is, revoked; 
and that Samuel Weisberger be, and he hereby is, barred 
from being associated with any broker-dealer, investment 
adviser or investment company with the proviso that, after 
one year, he may apply for permission to re-enter the securi- 
ties industry in a non-supervisory and non-proprietary 
Capacity upon a proper showing of supervision. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 






1/ The findings herein with respect to AMS are binding 
only on registrant as set forth above, and are of no effect 
with respect to the pending proceedings involving the 
question of whether to make permanent the temporary sus- 
pension of the Regulation A exemption from registration 
of AMS’ public offering (Administrative Proceeding File 
No. 3-3337). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10505/November 16, 1973 


Admin. Proc. File No. 3-4389 
In the Matter of 


JAMES L. CODY, INC. 
JAMES L. CODY 
Fort Worth, Texas 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings pursuant to Sections 15(b) and 15A of 
the Securities Exchange Act, offers of settlement were sub- 
mitted by James L. Cody, Inc. ("Cody Inc.”), formerly a 
registered broker-dealer, 1/ and James L. Cody, its president. 


Solely for the purpose of these proceedings, and without 
admitting or denying the allegations in the order for pro- 
ceedings, respondents consented to findings of misconduct 
as alleged in that order and to the imposition of certain re- 
medial sanctions. 


Upon the recommendation of its staff, the Commission 
determined to accept the offers of settlement. On the basis 
of the order for proceedings and the offers, it is found that: 


2/ 


1. During the period from about June 1, 1971 to March 
31, 1973, Cody Inc., willfully aided and abetted by Cody, 
willfully violated Section 15(c) (3) of the Exchange Act and 
Rule 15c3-1 thereunder, in that Cody Inc. effected securi- 
ties transactions when its aggregate indebtedness to all other 
persons exceeded 2,000 per centum of its net capital and it 
did not have and maintain net capital of not less than 
$5,000. 


2. During the period from about September 15, 1971 to 
March 31, 1973, Cody Inc., willfully aided and abetted by 
Cody, willfully violated Section 17(a) of the Exchange Act 
and Rule 17a-11 thereunder in that Cody Inc. failed to file 
required reports concerning its net capital condition. 


3. In connection with the offer, sale and purchase of cer- 
tain municipal bonds during the period from about March 
1, 1972 to March 31, 1973, respondents willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder in that, among 
other things, they induced customers to purchase such bonds 
from or sell them to Cody Inc. at prices which were un- 
reasonable in relation to Cody Inc.’s contemporaneous 
cost or to the prices at which other dealers were quoting 
them contemporanecusly. In addition, respondents failed 
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reasonably to supervise persons under their supervision with 
a view to preventing the above violations. 


4. Cody Inc., willfully aided and abetted by Cody, will- 
fully violated Section 15(b) of the Exchange Act and Rule 
15b3-1 thereunder by failing properly to file an amendment 
to Cody Inc.'s registration form reflecting the fact that a 
50% stockholder of Cody Inc. was permanently enjoined 
on July 26, 1972 from violating certain provisions of the 
Exchange Act. 


The settlement offers provide that Cody Inc. and Cody 

may be barred from association with any broker-dealer, pro- 
vided that after seven months Cody may apply to the Com- 
mission to become so associated upon showing that he will 
be adequately supervised. 


In view of the foregoing, it is in the public interest to im- 
pose the specified sanctions. 


Accordingly, 1T 1S ORDERED that James L. Cody, Inc. 
and James L. Cody be, and they hereby are, barred from 
association with any broker or dealer, provided, however, 
that after seven months from the date of this Order Cody 
may apply to the Commission to become associated with a 
broker-dealer upon showing that he will be adequately 
supervised. 

For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The firm's broker-dealer registration was withdrawn 
effective June 23, 1973. 


2/ The findings herein are binding only upon the above- 
captioned respondents. 








HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18162/November 12, 1973 


In the Matter of 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 
(70-5408) 


ORDER AUTHORIZING ISSUE AND SALE AT COM- 
PETITIVE BIDDING OF 100,000 SHARES OF PRE- 
FERRED STOCK AND AMENDMENT OF CHARTER 


West Penn Power Company ("West Penn”), an electric u- 
tility subsidiary company of Allegheny Power System, Inc., 
a registered holding company, has filed an application-de- 
claration and an amendment thereto with this Commission 
pursuant to Sections 6(a), 6(b), and 7 of the Public Utility 
Holding Company Act of 1935 ("Act”) and Rule 50 pro- 
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mulgated thereunder regarding the following proposed trans- 





actions. 





West Penn proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
100,000 shares of its $ Preferred Stock, Series |, par 
value $100 per share. The dividend rate (which will be a 
multiple of 4 cents ) and the price (exclusive of accrued 
dividends) to be paid to West Penn (which will be not less 
than $100 nor more than $102.75 per share) will be deter- 
mined by the competitive bidding. In connection with the 
issue and sale of the preferred stock, West Penn proposes to 
amend its charter to increase the authorized number of 
shares of its preferred stock from 847,077 to 947,077. 









The net proceeds realized from the sale of the preferred 
stock will be used to finance, in part, the construction pro- 
gram of West Penn and its subsidiary companies, including 
payment of $3,000,000 of short-term notes incurred there- 
for, and for other corporate purposes. Construction ex- 
penditures for 1973 and 1974 are presently estimated at 
$76,000,000 and $75,000,000, respectively. 


The Pennsylvania Public Utility Commission has authorized 
the issuance and sale of the preferred stock. No other state 
commission and no federal commission, other than this 

Commission, has jurisdiction over the proposed transactions. 


The fees and expenses to be incurred in connection with 
the proposed transactions are estimated at $66,000, includ- 
ing legal fees of $10,000. The fees of counsel for the suc- 
cessful bidders, which are to be paid by such bidders, are 
estimated at $8,500. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18125), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said application-declaration, as amended, be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended, be, and it hereby is, granted and permit: 
ted to become effective forthwith, subject to the terms and 
conditions prescribed in Rules 24 and 50 promulgated un-  j 
der the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18163/November 12, 1973 





In the Matter of 
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THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 

(70-5396) 


ORDER AUTHORIZING ISSUE AND SALE OF 
COMMON STOCK TO HOLDING COMPANY 


New England Electric System ("NEES"), a registered hold- 
ing company, and The Narragansett Electric Company 
(“Narragansett”), one of its electric utility subsidiary com- 
panies, have filed an application-declaration and an amend- 
ment thereto with this Commission pursuant to Sections 
6(b), 9(a), 10, and 12(c) of the Public Utility Holding Com- 
pany Act of 1935 ("Act”) and Rule 42 promulgated there- 
under regarding the following proposed transactions. 


Narragansett proposes to issue and sell to NEES, its sole 
common stockholder; 200,000 additional shares of common 
stock, $50 par value per share, and NEES proposes to ac- 
quire such shares for cash at par, or a total consideration of 
$10,000,000. Upon such issuance and sale, Narragansett 
will have outstanding 1,132,487 shares of common stock 

of an aggregate par value of $56,624,350. 


As of September 19, 1973, Narragansett has outstanding 
$13,500,000 of short-term notes payable to banks. The 
proceeds from the issue and sale of the additional common 
stock will be applied to the payment of then outstanding 
short-term notes payable evidencing borrowings made for 
capitalizable construction expenditures or to reimburse 

the treasury therefor. 


The issuance and sale of the common stock have been 
authorized by the Division of Public Utilities and Carriers, 
Department of Business Regulation, of Rhode Island. No 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18114), 


and no hearing has been requested of or ordered by the Com- 


mission. Upon basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application-declaration, as amended, be granted and permit- 
ted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended, be, and it hereby is, granted and permit- 
ted to become effective forthwith, subject to the terms and 


conditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


Release No. 18164/November 12, 1973 
In the Matter of 


CONNECTICUT YANKEE ATOMIC POWER COMPANY 
Hartford, Connecticut 
(70-5407) 


ORDER AUTHORIZING ISSUE AND SALE OF PRO- 
MISSORY NOTE PURSUANT TO A LOAN AGREEMENT 
WITH STATE DEVELOPMENT AUTHORITY TO 
FINANCE POLLUTION CONTROL FACILITIES; 
EXCEPTION FROM COMPETITIVE BIDDING 


The Connecticut Yankee Atomic Power Company (“Con- 
necticut Yankee”), an electric utility subsidiary company 
of Northeast Utilities and New England Electric System, 
both of which are registered holding companies, has filed 
an application and an amendment thereto with this Com- 
mission pursuant to Section 6(b) of the Public Utility Hold- 
ing Company Act of 1935 ("Act”) and Rule 50 promul- 
gated thereunder regarding the proposed transactions. 


Connecticut Yankee is the owner of a 575,000 kw nuclear 
electric generating plant ("Plant”), located at Haddam, Con- 
necticut, which has been in operation since January 1, 1968. 
All of the outstanding shares of Connecticut Yankee’s 
common stock are owned by eleven New England electric 
utilities. 


In order to comply with more stringent environmental re- 
gulations and, in particular, the standards and dose criteria 
limits promulgated by the Atomic Energy Commission 
("A.E.C.”), Connecticut Yankee has undertaken to provide 
its Haddam plant with additional pollution control equip- 
ment (“Project”). The total cost of the Project, a sub- 
stantial portion of which has already been installed or is in 
the process of installation, is estimated to be approximately 
$9,000,000. 


The Connecticut Development Authority ("Authority”) is 
authorized under the laws of the State of Connecticut to 
assist in the planning and financing of facilities to control 
environmental pollution derived from the operation of in- 
dustry and commerce. In this connection, the Authority 
may extend credit or make loans secured by loan agreements, 
and issue its bonds for such purposes. Accordingly, Con- 
necticut Yankee proposes to enter into an agreement 
("Loan Agreement”) with the Authority with respect to the 
construction and financing of the Project at its Haddam 
plant, and pursuant thereto, issue to the Authority its pro- 
missory note (“Note”), in an aggregate amount not to ex- 
ceed $9,000,000. In turn, the Authority will issue and sell 
its Pollution Control Revenue Bonds (“Pollution Bonds”) 
up to a total aggregate amount of $9,000,000 and advance 
the proceeds from the sale to Connecticut Yankee pursuant 
to the terms of the Loan Agreement to provide funds 
theretofore expended and to be expended by Connecticut 
Yankee for the construction of the Project. 


The Pollution Bonds will be issued under and secured by 

a Trust Indenture (“Indenture”) between the Authority and 
Hartford National Bank and Trust Company (”Trustee”). 

It is stated that the Bonds will not constitute general obli- 
gations of the State, but will be revenue bonds, the principal 
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and interest on which will be payable solely out of funds 
paid by Connecticut Yankee pursuant to the Loan Agree- 
ment. The Indenture will contain certain redemption pro- 
visions which will include the right of Connecticut Yankee 
to cause the redemption of the Pollution Bonds, in whole or 
in part, at any time after they have been outstanding for 

10 years at an initial premium of 3% declining by “2% 

every year. 


The Authority executed a bond purchase agreement on 
November 1, 1973, with Morgan Stanley & Co., Incorpor- 
ated providing for the sale of the Pollution Bonds in the 
aggregate principal amount of $9,000,000. The Pollution 
Bonds will be dated November 1, 1973, and bear a final 
maturity date of November 1, 1997. The terms of the 
Pollution Bonds include serial maturities and mandatory 
sinking fund provisions in equal annual amounts, which, in 
the aggregate, will retire the entire issue by its final maturity 
date. The Pollution Bonds will bear an interest rate re- 
sulting in an effective cost of money to the Authority of 
6.14% per annum. Connecticut Yankee states that the 
interest payable on the Pollution Bonds will be exempt 
from Federal income taxation. 


The Note which Connecticut Yankee will issue to the 
Authority will be in an aggregate principal amount equal to 
the amount of the Pollution Bonds. Interest and principal 
on the Note will be payable at times and in amounts cor- 
responding to interest and principal requirements on the 
Pollution Bonds. The Loan Agreement requires that such 
payments on the Note shall be made in all events, not- 
withstanding failure of the Project to operate successfully, 
any casualty, condemnation, failure of title or other occur- 
rence. The Note will be pledged under the Indenture by 
assignment to the Trustee. The Loan Agreement further 
provides that upon any event of default therein specified, 
all unpaid principal of and accrued interest on the Note 
may be declared, and thereupon, shall be, immediately due 
and payable. 


For accounting and financial reporting purposes, the indeb- 
tedness of Connecticut Yankee under the Note will be 
capitalized. 


The fees, expenses and commissions incurred or to be 
incurred in connection with the proposed transactions 

are estimated to aggregate $140,450, which includes 
$90,000 for investment counseling and underwriting services 
and $28,200 for legal fees. The order of the Public Utilities 
Commission of the State of Connecticut authorizing the 
proposed transactions has been filed by amendment. It is 
stated that no other State commission, and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Connecticut Yankee submits that the issue of its Note to 
the Authority should be exempted from Rule 50 by reason 
of clause (a) (5) thereof on the ground that the proposed 
transactions do not lend themselves as a practical matter 
to competitive bidding. 


Due notice of the filing of said application, as amended, has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18128), 
and no hearing has been requested of or ordered by the 

Commission. Upon the basis of the facts in the record, it is 
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hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said application, as amended, be granted and: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18165/November 13, 1973 


In the Matter of 


UTAH POWER & LIGHT COMPANY 
Salt Lake City, Utah 84110 
(70-5410) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO BANKS AND DEALER IN- COMMERCIAL PAPER 
AND EXCEPTION FROM COMPETITIVE BIDDING. 


Utah Power & Light Company (“Utah”), an electric utility 
company and a registered holding company, has filed a 
declaration and amendments thereto with this Commission 
pursuant to Section 6(a) and 7 of the Public Utility Hold- 
ing Company Act of 1935 ("Act”), and Rule 50(a) (5) pro- 
mulgated thereunder as applicable to the following pro- 
posed transactions. 


Utah proposes to issue and sell, from time to time prior to 
September 30, 1974, short-term notes in the form of 
commercial paper and notes to banks, in an aggregate 
amount not exceeding $58,000,000 at any one time out- 
standing. The determination of the type of note to be 
issued will be based on the net effective cost of the borrow- 
ings to Utah. Utah intends to utilize the proceeds of the 
sale of its notes for construction expenditures estimated to 
be approximately $110,000,000 for 1973 and $95,000,000 
for 1974. The notes will be repaid by Utah through the 
issue and sale of additional long-term debt and equity securi- 
ties prior to September 30, 1974. 


The proposed bank notes will mature not more than nine 
months after the date of issue, and, in any event on or be- 
fore September 30, 1974, and will provide for payment in 
whole or in part at any time without penalty or premium. 
The notes will bear interest at not more than the prime 
commercial rate then in effect for unsecured loans at the 
bank to which the note is issued, and any change in such 
rate shall become effective on date of the change in the 
prime commercial rate at the bank to which the note is 
issued. Utah anticipates that it will be able to obtain lines 
of credit for the proposed borrowing with the fourteen 





ww 


rOw- 


1 to 
000 


ecuri- 


ne 


tin 
im. 








commercial banks listed below up to the maximum amount 


indicated for each bank. Utah states that there are no 
specific compensating balances required by the lending 


banks, that a normal level of working capital is maintained 


by Utah to meet its cash needs and that such working 
capital is kept in the lending banks in approximate pro- 
portion to the lines of credit used by Utah in each bank. 
Such working capital has recently averaged 15% of the 


lines of credit maintained with the banks, and assuming a 
prime rate of interest of 10% and assuming that the balances 


maintained were required as compensating balances, the 


effective cost of the notes would be approximately 11-%%. 


Name of Bank 


The Continental Bank and Trust 
Company 
Salt Lake City, Utah 


First Security Bank of Utah, N.A. 
Salt Lake City, Utah 


Walker Bank & Trust Company 
Salt Lake City, Utah 


Zions First National Bank 
Salt Lake City, Utah 


United Bank of Denver 
Denver, Colorado 


Bank of Utah 
Ogden, Utah 


Commercial Security Bank 
Ogden, Utah 


First Security State Bank 
Salt Lake City, Utah 


Valley Bank & Trust Company 
South Salt Lake, Utah 


The Chase Manhattan Bank, N.A. 
New York, New York 


Morgan Guaranty Trust Company 
of New York 
New York, New York 


Mellon National Bank and Trust 
Company 
Pittsburgh, Pennsylvania 


Harris Trust and Savings Bank 
Chicago, Illinois 


Irving Trust Company 
New York, New York 


Total 


The proposed commercial paper will be in the form of pro- 
missory notes with varying maturities not to exceed 270 


Maximum 
Amount to be 


Borrowed 


$ 1,000,000 


5,000,000 


3,000,000 


2,600,000 


2,500,000 


300,000 


1,000,000 


100,000 


500,000 


11,000,000 


11,000,000 


11,000,000 


3,000,000 


—&,000,000_ 
$58,000,000 





days, will be issued in denominations of not less than 
$50,000 and not more than $5,000,000 and will not be 
prepayable prior to maturity. The commercial paper will 

be soid by Utah directly to a dealer in commercial paper; 
however, no commercial paper will be issued having a 
maturity of more than 60 days at an effective interest cost 
that exceeds the effective interest cost at which Utah could 
borrow from banks, unless Utah finds it impractical to do 
otherwise. No commission or fee will be payable in connec- 
tion with the issue and sale of commercial paper. The dealer 
will reoffer and sell the commercial paper at a discount 

rate of 1/8 of 1% per annum less than the prevailing dis- 
count rate of Utah to not more than 200 customers of the 
dealer identified and designated in a list (non-public) pre- 
pared in advance by the dealer. No additions will be made 
to such list of customers without the approval of this Com- 
mission. No sale will be made to any purchasers unless and 
until such purchasers have received a current report of the 
financial condition of Utah. It is expected that such com- 
mercial paper will be held to maturity by the purchasers, 
but, if any such purchaser wishes to resell prior to maturity, 
the dealer will repurchase the paper for resale to others on 
said list of customers. 


Utah requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issue and sale of 
its commercial paper. Utah states that the proposed com- 
mercial paper notes will have a maturity of nine months or 
less, that current rates for commercial paper for such prime 
borrowers as Utah are published daily in financial publi- 
cations and that generally the effective interest cost thereon 
will not exceed the effective interest for borrowing from 
commercial banks. Utah also requests authority to file 
certificates under Rule 24 on a quarterly basis with respect 
to the issue and sale of notes hereafter consummated pur- 
suant to this proceeding. 


Expenses to be incurred in connection with the proposed 
transaction are estimated to be less than $3,000. Utah 
states that the Idaho Public Utilities Commission has 
authorized the proposed transaction and that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said declaration has been given 

in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18129) and no 
hearing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in the 
interest of investors and consumers that said declaration, as 
amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is permitted to become effective 
forthwith, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act, the certificate there- 
under with respect to the proposed transactions to be filed 
on a quarterly basis. 


For the Commission, by the Division of Corporate Regu- 
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lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18166/November 13, 1973 


In the Matter of 


THE CONNECTICUT LIGHT & POWER COMPANY 
Hartford, Connecticut 


THE HARTFORD EL&CTRIC LIGHT COMPANY 
Hartford, Connecticut 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
West Springfield, Massachusetts 
(70-5397) 


ORDER AUTHORIZING ISSUE AND SALE OF PRO- 
MISSORY NOTE PURSUANT TO A LOAN AGREEMENT 
WITH STATE DEVELOPMENT AUTHORITY TO 
FINANCE POLLUTION CONTROL FACILITIES; 
EXCEPTION FROM COMPETITIVE BIDDING 


The Connecticut Light and Power Company ("“CL&P”), The 
Hartford Electric Light Company ("“HELCO”) and 

Western Massachusetts Electric Company ("WMECO"), 
(collectively referred to herein as the “Companies”), each a 
wholly-owned electric utility subsidiary of Northeast U- 
tilities (“Northeast”), a registered holding company, have 
filed an application and amendments thereto with this Com- 
mission pursuant to Sections 6(b) and 7 of the Public U- 
tility Holding Company Act of 1935 (”Act”) and Rule 50 
promulgated thereunder regarding the following proposed 
transaction. 


The Companies state that they own, as tenants-in-common, 
the Millstone Point Nuclear Power Plant ("Millstone Plant”) 
located at Waterford, Connecticut, with ownership interests 
of 53% (CL&P), 28% (HELCO) and 19% (WMECO). In 
order to comply with more stringent environmental regu- 
lations, particularly the standards and dose criteria limits 
promulgated by the Atomic Energy Commission ("AEC"), 
the Companies have installed, and propose to provide the 
Millstone Plant with, additional pollution control equip- 
ment ("Facilities”) designed to reduce the level of radio- 
activity in the plant's effluent. The total cost of Facilities 


already installed and in the process of installation is estimated 


to be $11,650,000, which sum includes a $959,000 con- 
tingency provision. Construction of the Facilities is ex- 
pected to be completed prior to November 1, 1976. 


The Connecticut Development Authority ("Authority”) is 
authorized under the laws of the State of Connecticut to 
assist in the planning and financing of facilities to control 
environmental pollution derived from the operation of in- 
dustry and commerce. In this connection, the Authority 
may extend credit or make loans secured by loan agree- 
ments, and issue its bonds for such purposes. Accordingly, 
the Companies have entered into a Loan Agreement, dated 
as of November 1, 1973 ("Loan Agreement”) with the 
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Authority with respect to the construction and financing of 
the Facilities at their Millstone Plant, and pursuant thereto, 
will issue to the Authority their promissory note (“Note”), 
dated as of November 1, 1973, in the aggregate principal 
amount of $11,650,900 and bearing interest at 5.90% per 
annum. In turn, the Authority will issue and sell its Pol- 
lution Control Revenue Bonds ("Pollution Bonds”) in the 
aggregate principal amount of $11,650,000, at an interest 
rate of 5.90% per annum, and advance the proceeds from 
the sale to the Companies pursuant to the terms of the 
Loan Agreement to provide funds theretofore expended and 
to be expended by the Companies for the construction of 
the Facilities. 


The Pollution Bonds are to be issued under and secured by 
a Trust Indenture (“Indenture”) between the Authority and 
Hartford National Bank and Trust Company ("Trustee”). 
It is stated that the Bonds will not constitute general 
obligations of the State, but will be revenue bonds, the 
principal and interest on which will be payable solely out 
of funds paid by the Companies pursuant to the Loan 
Agreement. The Indenture contains certain redemption 
provisions which include the right of the Companies to 
cause the redemption of the Pollution Bonds, in whole or 
in part, at any time after they have been outstanding for 
10 years, at an initial premium of 3% declining by %% 
every year. 


On November 1, 1973, the Authority executed a Bond 
Purchase Agreement with Morgan Stanley & Co., Incor- 
porated providing for the sale of the Pollution Bonds in the 
aggregate principal amount of $11,650,000. The Pol- 
lution Bonds will be dated as of November 1, 1973, and 
bear a final maturity date of November 1, 1998. The terms 
of the Bonds provide for mandatory sinking fund install- 
ments of $800,000 per annum, commencing in 1988 and 
ending in 1997, with a final payment of $3,650,000 due 

at the maturity date of November 1, 1998. The Pollution 
Bonds will bear an interest rate resulting in an effective cost 
of money to the Authority of 6.05% per annum. The com- 
panies state that the interest payable on the Pollution Bonds 
will be exempt from Federal income taxation. 


Interest and principal on the Note will be payable at times 
and.in amounts corresponding to interest and principal re- 
quirements on the Pollution Bonds. The Loan Agreement 
requires that such payments on the Note shall be made in 
all events, notwithstanding failure of the Project to operate 
successfully, any casualty, condemnation, failure of title or 
other occurrence. Each Company’s indebtedness under the 
Note is several and not joint, and corresponds proportion- 
ately to each Company’s ownership interest in the Millstone 
Plant. The Note will be pledged under the Indenture by 
assignment to the Trustee. The Loan Agreement further 
provides that upon any event of default therein specified, 
all unpaid principal of and accrued interest on the Note may 
be declared, and thereupon shall be, immediately due and 
payable. 


For accounting and financial reporting purposes the indeb- 
tedness of each Company under the Note will be capitalized. 


The Public Utilities Commission of the State of Connecticut 
and the Massachusetts Department of Public Utilities have 
approved the issuance of the Note by the Companies. No 
other State or Federal commission, other than this Com- 
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mission, has jurisdiction over the proposed transaction. The 
fees and expenses to be incurred in connection with the 
proposed transaction are estimated at $190,375, which in- 
cludes $116,500 for investment counseling and underwrit- 
ing services and $43,500 for legal fees. 


The Companies request that the issue of the Note be ex- 
empted from the competitive bidding requirements of 
Rule 50 , on the ground that the Note will be issued for 
the acquisition of property by the issuers and the interest 
rate thereon is determined by an issuance of securities (the 
Bonds) which is not subject to the provisions of the Act. 


Due notice of the filing of said application as amended has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18130), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the re- 
cord, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application, as amended, be granted and: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18167/November 13, 1973 


In the Matter of 


THE CONNECTICUT LIGHT & POWER COMPANY 
Selden Street 
Berlin, Connecticut 06037 


THE HARTFORD ELECTRIC LIGHT COMPANY 
176 Cumberland Avenue 
Wethersfield, Connecticut 06109 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
174 Brush Hill Avenue 

West Springfield, Massachusetts 01089 

(70-5422) 


NOTICE OF PROPOSED AMENDMENTS TO CHARTERS 
TO INCREASE AUTHORIZED PREFERRED STOCK AND 
OF APROPOSAL TO CONTINUE CURRENT AUTHOR- 
IZING SOLICITATION OF STOCKHOLDERS’ CONSENT 


NOTICE IS HEREBY GIVEN that The Connecticut Light 
& Power Company ("“CL&P”), The Hartford Electric Light 
Company (“HELCO”), and Western Massachusetts Electric 
Company (“WMECO"), electric utility subsidiaries of North- 






east Utilities (“Northeast”), a registered holding company, 
have filed a declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 ("Act”), 
designating Sections 6(a), 7, and 12(e) of the Act and Rules 
62 and 65 thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the decla- 
ration, which is summarized below, for a complete state- 
ment of the proposed transactions. 


The charters of CL&P and HELCO each provide for a class 
of preferred stock which may be issued from time to time 
in series, at such times and on such terms as their respective 
boards of directors determine. CL&P’s charter presently 
authorizes 3,500,000 shares of such preferred stock with a 
par value of $50 per share, of which 2,500,000 shares are 
now outstanding, and HELCO’s charter authorizes 
2,200,000 shares at a par value of $50 per share, of which 
1,324,000 shares are now outstanding. The declaration 
states that CL&P and HELCO believe it is in the best inter- 
ests of their shareholders that the two companies be in a 
position whereby they can promptly raise additional funds 
for construction in the future through the issuance and 
sale of mortgage bonds and preferred stock. Therefore, 
CL&P and HELCO propose to amend their respective 
charters to increase the authorized preferred stock from 
3,500,000 to 6,000,000 shares in the case of CL&P, and 
from 2,200,000 to 3,000,000 shares in the case of HELCO. 
The issuance and sale of such additional shares of preferred 
stock, if authorized, will be the subject of further applica- 
tions or declarations with this Commission. 


The terms of the preferred stock of CL&P, HELCO and 
WMECO provide that the amount of unsecured indebted- 
ness of each company having maturities of less than ten 
years which may be issued or assumed shall not exceed 10% 
of the sum of the priricipal amount of all bonds and other 
secured indebtedness and the capital stock, premium and 
surplus of the companies, and that all unsecured indebted- 
ness issued or assumed shall not exceed 20% of such sum. 
Nevertheless, in 1971, the companies each received the con- 
sent of a majority of their respective preferred stockholders 
to exceed the aforementioned 10% limitation, but not the 
aforementioned 20% limitation, provided that such excess 
short-term indebtedness be issued or assumed prior to 
February 10, 1974, and mature by February 10, 1975, in 
the case of WMECO, and be issued or assumed prior to 
March 31, 1$74, and mature by March 31, 1975, in the 
case of CL&P and HELCO. (Holding Company Act Re- 
lease Nos. 16993, 17077, and 17073, respectively.) CL&P, 
HELCO, and WMECO now propose to continue their cur- 
rent authorization, subject to approval of their respective 
preferred stockholders, to issue or assume short-term un- 
secured indebtedness in excess of the 10% limitations pro- 
vided: (i) such indebtedness is issued or assumed on or 
prior to March 31, 1979 in the case of CL&P and HELCO, 
and February 10, 1979 in the case of WMECO; (ii) such 
indebtedness shall have a maturity not later than March 
31, 1980 in the case of CL&P and HELCO, and February 
10, 1980 in the case of WMECO; and, (iii) the 20% limit- 
ation on all unsecured indebtedness of each company shall 
continue. The declaration states that the principal reason 
underlying the request to continue such authorization is to 
assist the three companies in the timing and planning of 
long-term financing, and that greater availability of short- 
term financing will permit the declarants more time and 
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flexibility in meeting the coverage requirements of their 
respective mortgage indentures and preferred stock pro- 
visions. 


CL&P, HELCO and WMECO further propose to solicit the 
proxies from their respective preferred stockholders to be 
used at special meetings to be held on December 17, 1973, 
for the purpose of obtaining shareholder approval for the 
foregoing proposals. No proxies will be solicited from 
Northeast, the sole common stockholder of each of the 
companies. Approval for the proposals to increase author- 
ization of preferred stock, by charter amendment, requires 
the affirmative vote of two-thirds of the outstanding shares 
of both preferred and common stock, each voting as a class. 
Northeast intends to vote its shares of common stock in 
CL&P and HELCO in favor of such amendments. Approval 
of the proposal to increase the short-term unsecured debt 
limitation requires the affirmative vote of a majority of the 
total shares of outstanding preferred stock voting as a class. 
In connection with the solicitation of shareholder consent, 
CL&P, HELCO and WMECO have filed the relevant proxy 
materials with the Commission and request accelerated 
Commission action thereon pursuant to Rule 62. 


The fees, commissions, and expenses incurred or to be in- 
curred in connection with the proposed transactions are 
estimated at $10,900, $8,700, and $7,800 for CL&P, 
HELCO and WMECO, respectively. It is stated that no 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


NOTICE !S FURTHER GIVEN that any interested person 
may, not later than December 10, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. Acopy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarants at the 
above-stated addresses, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the decla- 
ration, as filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulation promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


It appearing to the Commission that the declaration, insofar 
as it proposes the solicitation of the consents of the CL&P, 
HELCO and WMECO preferred stockholders, should be per- 
mitted to become effective forthwith pursuant to Rule 62: 


IT 1S ORDERED that the declaration regarding the pro- 
posed solicitation of the consents of CL&P, HELCO and 
WMECO preferred stockholders be, and it hereby is, permit- 
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tec to become effective forthwith pursuant to Rule 62 and 
subject to the terms and conditions prescribed in Rule 24 
under the Act. 





For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18168/November 13, 1973 


See Securities Act Release No. 5436/November 13, 1973. 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18169/November 15, 1973 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 
(70-5394) 


ORDER AUTHORIZING ISSUE AND. SALE OF COMMON 
STOCK AT COMPETITIVE BIDDIN 


The Southern Company (“Southern”), a registered holding 
company, has filed a declaration and amendments thereto 
with this Commission pursuant to Sections 6(a) and 7 of 
the Public Utility Holding Company Act of 1935 ("Act”) 
and Rule 50 promulgated thereunder regarding the pro- 
posed transaction. 


Southern proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 under the Act, 
10,500,000 shares of additional authorized but unissued 
shares of its common stock, par value $5.00 per share. 
Based on an offering price of $17 per share, the aggregate 
cash proceeds to Southern will approximate $178,500,000. 
As of July 31, 1973, Southern had issued and outstanding 
70, 749,500 shares of its 110,000,000 authorized shares of 
common stock. 


Pursuant to authorization heretofore granted by the Com- 
mission (Holding Company Act Release No. 17824), 
Southern expects that through March 31, 1974, equity 
investments will be made by it in its operating subsidiaries 
in the aggregate amount of $275,800,000. of such amount, 
$112,900,000 had been invested as of July 31, 1973, with | 
funds derived from internal sources and borrowings 
evidenced by short-term notes payable. It is expected that 
an aggregate of $153,000,000 of such short-term notes pay- 
able will be outstanding at the time of the sale of the addi- 
tional common stock. Southern proposes to use the pro- 
ceeds from the sale of the additional common stock to 
reduce the amount of short-term notes payable outstanding 
at the time of such sale. 









The fees, expenses and commissions incurred or to be incur- 
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red in connection with the proposed transaction will aggre- 
gate $92,300, which includes $45,500 for legal fees and 
$34,800 for accountants’ fees. It is stated that no State 
commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18127), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said declaration, as amended, be permitted to become ef- 
fective: 


iT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions prescribed 

in Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18170/November 15, 1973 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 
(70-5403) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE 
OF COMMON STOCK TO PARENT HOLDING COM- 
PANY 


Middle South Utilities, Inc. ("Middle South”), a registered 
holding company, and Louisiana Power & Light Company 
(“Louisiana”), its electric utility subsidiary, have filed an 
application-declaration and an amendment thereto with 
this Commission, pursuant to section 6(a), 7, 9(a), 10, and 
12(f) of the Public Utility Holding Company Act of 1935 
("Act"), and Rule 43 promulgated thereunder as regards 
the following transactions. 


Louisiana proposes to issue and sell to Middle South, and 
Middle South proposes to acquire, an additional 4,725,000 
shares of Louisiana’s common stock, without nominal or 
par value, for an aggregate purchase price of $30,000,000, 
Which funds Middle South proposes to obtain through 
borrowings from commercial banks. 1/ Louisiana, also, 
Proposes to issue and sell, and Middle South proposes to 
acquire an additional 155,000 shares of common stock for 


an aggregate purchase price of $988,000 in conjunction 
with Louisiana’s concurrent payment to Middle South (its 
sole common stockholder) of a special cash dividend of 
like amount. 


To effect the proposed issuances and sales of its common 
stock, Louisiana proposes to amend its Certificate of Incor- 
poration to increase the number of shares of common 
stock authorized to be outstanding from 26,000,000 shares 
to 36,000,000 shares, with 30,680,000 shares to be out- 
standing upon completion of the proposed transactions. 


Louisiana proposes to utilize the proceeds from the issuances 
and sales of common stock to retire then outstanding short- 
term debt, to finance its construction program (estimated 

at $131,300,000 for 1973), and for general corporate pur- 
poses. 


Due notice of the filing of said application-declaration as 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (Holding Company Act Release 
No. 18131), and no hearing has been requested of or order- 
ed by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended, be, and it hereby is granted and per- 
mitted to become effective forthwith subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Middle South has filed with this Commission a pending 
post-effective amendment to its declaration, File No. 70- 
5366, in which it is proposed that Middle South borrow up 
to $88,700,000 from a group of commercial banks, under 
terms of a $135,000,000 revolving credit agreement dated 
as of July 1, 1973. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18171/November 16, 1973 


In the Matter of 

OHIO EDISON COMPANY 

Akron, Ohio 

(70-5215) 

ORDER AUTHORIZING CERTAIN TRANSACTIONS IN 


CONNECTION WITH ACQUISITION OF UTILITY AS 
SETS 
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Ohio Edison Company (“Ohio Edison”), a registered hold- 
ing company and a public-utility company, has filed a post- 
effective amendment to the amended application with this 
Commission pursuant to Sections 9(a) (1) and 10 of the Pub- 
lic Utility Holding Company Act of 1935 ("Act”) regarding 
the following proposed transactions. 


By order dated September 22, 1972 (Holding Company Act 
Release No. 17703), the Commission authorized the acqui- 
sition by Ohio Edison of certain utility properties from the 
City of Norwalk, Ohio. As part of the consideration for such 
acquisition, Ohio Edison assumed the defense of certain 
actions, described below, and agreed to be responsible for 
any judgments entered therein. 


In actions entitled “Richard Enzor d/b/a/ Westwood Mobile 
Estates v. City of Norwalk” and “John N. Ockenga v. City 
of Norwalk, ” the plaintiffs are the owners of mobile home 
parks located in the City of Norwalk and of the electrical 
distribution facilities within such parks and are contesting 
the propriety and legality of the rates charged for servicing 
such facilities. Ohio Edison entered into agreements with 
each of such plaintiffs, dated June 4, 1973, providing for 
the settlement and dismissal of the complaints in considera- 
tion of the purchase by Ohio Edison of the electric distri- 
bution facilities involved and the refund by Ohio Edison of 
certain charges for electric service. 


The amount to be paid to Enzor for the property to be 
acquired from him is $12,705 and the amount to be paid to 
Ockenga for the property to be acquired from him is 
$11,458. Properties so to be acquired will be recorded on 
the books of Ohio Edison on the basis of their estimated 
original costs. 


In addition to the above-stated payments, the company has 
also agreed to make certain payments to the respective 
plaintiffs representing the estimated differences between 
the amounts that they have paid for electric service and the 
respective amounts which they would have paid if the city 
had not made any change in its applicable rates. These 
amounts are estimated presently to amount, in the case of 
Enzor, to $8,003.41 through July 16, 1973 and, in the case 
of Ockenga, to $5,508.14 through July 17, 1973. These 
amounts will increase prior to the consummation of the 
respective property purchases as additional electric service 
is provided. 


It is stated that no state commission and no federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said application has been given 

in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18126), and no 
hearing has been requested of or ordered by the Commission. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in the 
interest of investors and consumers that said application, 

as amended by the post-effective amendment, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended by the post-effective amendment, be, and it hereby 
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is, granted, effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8078/November 13, 1973 | 


In the Matter of 


CRESCENT GENERAL CORPORATION 
6350 LBJ Freeway 

Suite 248 

Dallas, Texas 75240 

(812-3287) 


NOTICE OF FILING OF APPLICATION UNDER SEC- 
TION 6(c) FOR ORDER OF TEMPORARY EXEMPTION 
FROM SECTION 7. 


NOTICE IS HEREBY GIVEN that Crescent General Cor- 
poration (“Applicant”), a Utah corporation, has filed an 
application pursuant to Section 6(c) of the Investment 
Company Act of 1940 (“Act”) for an order of the Com- 
mission temporarily exempting it from the provisions of 
Section 7 of the Act until such time as the Commission has 
disposed of the application under Section 3(b) (2) filed by 
Applicant. Applicant, in requesting such temporary ex- 
emption, has agreed that it and other persons in their trans- 
actions and relations with it shall be subject to all other pro- | 
visions of the Act and the respective Rules and Regulations 
promulgated under each of such provisions as though Appli- 
cant were a registered investment company, other than the 
following: Section 8; subsections (f), (g), (h), and (i) of 
Section 17; Section 18, except subsection (d) thereof; Sec- - 
tion 23; Section 30, except subsection (f) thereof; and 
Section 31 of the Act and the Rules and Regulations there 
under. All interested persons are referred to the application 
on file with the Commission for a statement of Applicant's 
representations therein, which are summarized below. 


On May 25, 1972, Applicant filed an application for an order 
pursuant to Section 3(b) (2) of the Act, declaring that it is 
not an investment company. Section 3(b) (2) provides that | 
the filing of an application thereunder shall exempt the 
Applicant for a period of 60 days from all provisions of the 
Act applicable to investment companies as such. 


The 60-day period of exemption provided in Section 3(b) 
(2) expired, in Applicant's case, on July 25, 1972. Appli- 
cant, which has not registered as an investment company 
under the Act, has asked that it be exempted as requested 
until the Commission has acted upon the application under 
Section 3(b) (2) of the Act. 
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Section 6(c) provides that the Commission, by order upon ORDER PURSUANT TO SECTION 11 OF THE ACT 
application, may conditionally or unconditionally exempt APPROVING OFFERS OF EXCHANGE AND PUR- 
any person from any provisions or provisions of the Act,if SUANT TO SECTION 6(c) EXEMPTING CERTAIN OF 
and to the extent that such exemption is necessary or appro- SUCH OFFERS FROM THE PROVISIONS OF SEC- 


priate in the public interest and consistent with the pro- TION 22(d).OF THE ACT 
tection of investors and the purposes fairly intended by the , 7 ; 
policy and provisions of the Act. Piedmont Capital Corporation (“PCC”), a Delaware cor- 


poration, the sponsor of Corporate Leaders Trust Certificates, 
Section 6(e) provides that, if in connection with any order Series B ("CLT"), a unit investment trust registered under 
under Section 6 exempting any investment company from the Investment Company Act of 1940 (“Act”), Lexington 


Section 7, the Commission deems it necessary or appro- Research Fund, Inc. (“"LRF"), Lexington Growth Fund, 
priate in the public interest or for the protection of investors !nc. ("LGF"), and Lexington Income Fund, Inc. ("LIF") 
that certain specified provisions of the Act pertaining to open-end investment companies registered under the Act, 
registered investment companies shall be applicable in res- for which PCC acts as principal distributor, (collectively 
pect of such company, the provisions so specified shall referred to as Applicants ), have filed an application: 
apply to such company, and to other persons in their trans- (1) pursuant to Section 11 (c) of the Act for an order ap- 
actions dnd relations with such company, as though such proving the terms of certain proposed offers of exchange 
company were a registered investment company. under Section 11(a) of the Act and (2) Pursuant to Sec- 


tion 6(c) for an order exempting certain of such offers 
NOTICE IS FURTHER GIVEN that any interested person _—_ from the provisions of Section 22(d) of the Act. 
may, not later than December 7, 1973, at 5:30 p.m., sub- : 
mit to the Commission in writing a request for ahearingon On October 12, 1973, a notice (Investment Company Act 
the matter accompanied by a statement as to the nature of | Release No. 8029) was issued of the filing of said appli- 
his interest, the reason for such request, and the issues of cation. The notice gave interested persons an opportunity 
fact or law proposed to be controverted, or he may request © request a hearing and stated that an order disposing of 
that he be notified if the Commission shall order a hearing the application might be issued upon the basis of the infor- 


thereon. Any such communication should be addressed: mation stated therein unless a hearing should be ordered. 
Secretary, Securities and Exchange Commission, Washing- The application originally specified LRF and LGF as the 
ton, D. C. 20549. Acopy of such request shall be served open-end companies involved in the proposed exchange offer 


personally or by mail (air mail if the person being served is | With CLT. An amendment to the application added to the 
located more than 500 miles from the point of mailing) upon &Xchange program, and on the same terms, LIF, a newly 


Applicant at the address set forth above. Proof of such formed open-end company having as its principal invest- 
service (by affidavit or in case of an attorney-at-law by ment objective current income. LIF pays an investment 
certificate) shall be filed contemporaneously with the re- advisory fee similar to that of LRF and its maximum sales 
quest. As provided by Rule O-5 of the Rules and Regu- charge, like LRF and LGF, is 8.5% of the public offering 
lations promulgated under the Act, an order disposing of price. 


the application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 


ordered) and any postponements thereof. IT IS ORDERED, pursuant to Section 11(c) of the Act that 
the proposed exchange offers are approved under Section 
11(a) and that the application for exemption from Section 
22(d) of the Act pursuant to Section 6(c), be, and hereby 
George A. Fitzsimmons is, granted, effective forthwith subject to the following 
Secretary undertakings consented to by Applicants: 


The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 





If the exchange privilege among CLT, LRF, LGF and 
LIF is revoked or modified, Applicants will, prior to 
such revocation or modification, furnish the Com- 


INVESTMENT COMPANY ACT OF 1940 mission staff with resolutions of the respective parties 
Release No. 8079/November 13, 1973 detailing the reasons for such action. 
In the Matter of For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 
PIEDMONT CAPITAL CORPORATION "ihe 
LEXINGTON RESEARCH FUND, INC. George A. Fitzsimmons 
LEXINGTON GROWTH FUND, INC. Secretary 
LEXINGTON INCOME FUND, INC. 
177 North Dean Street 
Englewood, New Jersey 07631 
(812-3338) 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8080/November 13, 1973 
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In the Matter of 


AETNA INCOME FUND 
151 Farmington Avenue 
Hartford, Connecticut 06115 
(811-2199) 


ORDER PURSUANT TO SECTION &(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On October 4, 1973 a notice was issued (Investment Com- 
pany Act Release No. 8021) of an application filed pursuant 
to Section 8(f) of the Investment Company Act of 1940 
(“Act”) for an order of the Commission declaring that 
Aetna Income Fund (*Applicant”) has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued on the basis of the information 
stated in the application. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of Aetna Income Fund shall forthwith cease 
to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8081/November 13, 1973 


In the Matter of 


MAIN STREET FUND, INC. 
1305 Post Road 

Fairfield, Connecticut 06430 
(811-1894) 


ORDER ON MOTION TO TERMINATE REGISTRATION 
PURSUANT TO SECTION 8(f) OF THE ACT 


The Commission on July 3, 1972 issued a notice (Invest- 
ment Company Act Release No. 7255) of a proposal by the 
Commission pursuant to Section 8(f) of the Investment 
Company Act of 1940 ("Act") to declare by order upon its 
own motion that Main Street Fund, Inc. has ceased to be 
an investment company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and states that an order might be issued upon the 
basis of the information stated therein. No request for a 
hearing has been filed and the Commission has not ordered 

a hearing. 


The matter having been considered, it is found that the com- 
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pany has ceased to be an investment company. 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of Main Street Fund, Inc. under the Act 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8082/November 13, 1973 





See Securities Act Release No. 5436/November 13, 1973. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8083/November 13, 1973 


In the Matter of 


INVESTORS VARIABLE PAYMENT FUND, INC. 
IDS NEW DIMENSIONS FUND, INC. 


and 


IDS PROGRESSIVE FUND, INC. 
1000 Roanoke Building 
Minneapolis, Minnesota 55402 
(812-3480) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


Investors Variable Payment Fund, Inc. (“Variable”), IDS 
New Dimensions Fund, Inc. ("New Dimensions”), and IDS 
Progressive Fund, Inc. (“Progressive”), Nevada corporations 
and open-end investment companies registered under the 
Investment Company Act of 1940 (“Act”) (collectively 
referred to as the “Applicants”), have filed an application 
for an order pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder permitting the Applicants to enter into 
Exchange and Recapitalization Agreements with Fotomat 
Corporation and to carry out the transactions contemplated 
by such Exchange and Recapitalization Agreements. 


On August 30, 1973, the Commission issued a notice of the 
filing of said application (Investment Company Act Release 
No. 7962). The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued on the basis of the informa- 
tion stated in the application unless a hearing should be order: 
ed. On September 17, 1973, the Commission received a 
request for a hearing from the Independent Investor Pro- 
tective League, an unincorporated association. A memoran- 
dum, dated October 3, 1973, was thereafter submitted to 
the Commission by the Applicants in response to the re- 
quest for a hearing. The Commission has determined that 
the request for a hearing does not indicate that it is neces- 
sary or appropriate in the public interest or for the pro- 
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to permit three investment companies to participate on 
equal terms in a reorganization of company of which they 
are security holders. The Commission, therefore, has not 
ordered a hearing on the application. 


The application having been considered, it is found that on 
the basis of the information stated in the application the 
participation by each of Variable, New Dimensions and 
Progressive in the transactions set forth in the application is 
consistent with the provisions, policies and purposes of the 
Act and is not on a basis different from or less advantageous 
than that of the other participants. 


IT 1S ORDERED, pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder that the application to permit the 
proposed transactions be, and is hereby, granted, effective 
forthwith. 


By the Commission 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8084/November 14, 1973 


In the Matter of 


MIDLAND BASIC, INC. 

c/o Trust Department 

National Bank of South Dakota 
Sioux Falls, South Dakota 
(811-1272) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On October 12, 1973, a notice was issued (Investment Com- 
pany Act Release No. 8030) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 ("Act”), to declare by order upon its own 
motion that Midland Basic, Inc. ("Midland") has ceased to 
be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that Midland 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Midland Basic, Inc., under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


tection of investors that a hearing be held on this application 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8085/November 14, 1973 


In the Matter of 


ITHACA GROWTH FUND, INC. 
100 Fairview Square 

Ithaca, New York 14850 
(811-1865) 


NOTICE OF APPLICATION FOR ORDER PURSUANT 
TO SECTION 8(f) OF THE ACT DECLARING THAT 
COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Ithaca Growth Fund, 
Inc. ("Applicant”), a non-diversified, open-end manage- 
ment investment company under the Investment Com- 
pany Act of 1940 ("Act"), has filed an application pursuant 
to Section 8(f) of the Act tor an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons are 
referred to the application on file with the Commission for 
a statement of the representations contained therein, which 
are summarized below. 


Applicant was organized as a New York corporation on 
March 18, 1969, and registered under the Act on May 20, 
1969 by filing a Notification of Registration on Form 
N-8A. 


Applicant represents that on or about July 10, 1973 its 
stockholders adopted a Plan of Liquidation. Applicant 
ceased to make any public offering of its shares and repre- 
sents that all of its assets were reduced to cash. Since March 
16, 1973 Applicant states it has been exclusively engaged 

in effecting its complete dissolution and does not hold it- 
self out as being engaged in the business of investing or 
reinvesting, or trading in securities. The total net asset 

value of Applicant as of June 29, 1973, was $32.701.34. 

As of July 26, 1973, Applicant had 9488.642 shares of 
stock outstanding, owned by 23 individual stockholders, 
three of whom owned 11.3%, 15.1% and 10.5%, respectively, 
of its outstanding stock. On August 31, 1973, in accordance 
with the Plan of Liquidation adopted by its stockholders, 
Applicant distributed all of its remaining assets to its stock- 
holders. Therefore, Applicant presently has no assets and 
no stockholders. 


Section 3(c) (1) of the Act excepts from the definition of 
an investment company any issuer whose outstanding 
securities are beneficially owned by not more than 100 per- 
sons and which is not making and does not presently pro- 
pose to make a public offering of its securities. 


Section 8(f) of the Act provides, in pertinent 

part, that when the Commission, upon application, finds 
that a registered investment company has ceased to be an 
investment company, it shall so declare by order, and upon 
the taking effect of such order the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS HEREBY GIVEN that any interested person 
may, not later than December 10, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, if 


SEC DOCKET/59 


any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. Acopy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in case of attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. At any time after said date, as provided by Rule O-5 
of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
vwn motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponerents thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8086/November 14, 1973 


In the Matter of 


STANDARD & POOR’S/INTERCAPITAL 
INCOME SECURITIES, INC. 

1775 Broadway 

New York, New York 10019 

(812-3535) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) FOR EXEMPTION FROM SECTION 2(a) (19) OF 
THE ACT 


NOTICE IS HEREBY GIVEN that Standard & Poor’s/Inter- 
Capital Income Securities, Inc. (“Applicant”) a closed-end, 
diversified management investment company registered 
under the Investment Company Act of 1940 ("Act”), has 
filed an application for an order of the Commission pursuant 
to Section 6(c) of the Act declaring that John J. Scanlon 
(“Scanlon”), a director of Applicant, shall not be deemed 
an “interested person” of the Applicant within the meaning 
of Section 2(a) (19) of the Act solely by reason of his 
status as a director of USLIFE Corporation ("USLIFE”). 
All interested persons are referred to the application on file 
with the Commission for a statement of the representations 
made therein, which are summarized below. 


Scanlon, a member of the board of directors of Applicant, 

is also a director of USLIFE, a diversified financial services 
company. Through certain of its subsidiaries, USLIFE is 
engaged in the business of selling life and title insurance, 
banking and consumer lending. Other USLIFE subsidiaries 
manage investment portfolios and act as investment adviser 
of Group Securities, Inc. ("Group Securities”), a group of 
mutual funds, and USLIFE Income Fund, Inc., a closed-end, 
diversified management investment company. 
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USLIFE Mutual Funds Management Corp. ("Funds Manage- 
ment”) acts as investment adviser, general distributor and 
principal underwriter of Group Securities; USLIFE Equity 
Sales Corp. (“Equity Sales”) also acts as principal under- 
writer for Group Securities. Funds Management and Equity 
Sales, both wholly owned subsidiaries of USLIFE, are regis- 
tered as broker-dealers under the Securities Exchange Act 
of 1934 ("Exchange Act”) solely for the purpose of selling 
shares of Group Securities. Both companies do not other- 
wise act as broker-dealers in any capacities. In addition, 
Old Line Investment Sales Company, Inc. ("Investment 
Sales”), an indirect wholly-owned subsidiary of USLIFE, is 
registered as a broker-dealer under the Exchange Act solely 
for the purpose of selling mutual fund shares, including 
those issued by Group Securities. Investment Sales does 
not otherwise act as a broker-dealer in any capacities. 


Section 2(a) (19) of the Act, in pertinent part, defines an 
“interested person” of an investment company to include 
any broker or dealer registered under the Exchange Act or 
any affiliated person of such broker or dealer. Section 2(a) 
(3) of the Act defines an “affiliated person” of another per- 
son to include any director of such other person; and, also, 
any person directly or indirectly controlling, controlled by 
or under common control with such other person. 


Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person from 
any provision of the Act if and to the extent that such 
exemption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of the 
Act. 


Applicant represents that Scanlon’s connection with the 
broker-dealers is such that he has no personal interest in 
their business; that such relationship is so remote and ir- 
relevant to his functioning as an independent director of 
the Fund that an exemption pursuant to Section 6(c) of the 
Act is appropriate. 


Applicant further states that Mr. Scanlon is a man of in- 
dependent means and standing in the business community, 
his-remuneration as a director of USLIFE is an insignificant 
portion of his total income and there is no other way in 
which he is affiliated with or dependent upon USLIFE. 
Thus, Applicant believes it would be consistent with the 
Act to disregard the remote relationship to the broker- 
dealers that results from Mr. Scanlon’s directorship of US 
LIFE in determining whether he is an “interested person” 
of Applicant. Further, Applicant represents and warrants 
that so long as Mr. Scanlon remains a director of Applicant, 
it will not transact any business with the USLIFE sub- 
sidiary broker-dealers as portfolio brokers or otherwise. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than 5:30 p.m. on December 10, 1973, sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
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mailing) upon Applicant at the address stated above. Proof applicable to investment companies as such. The 60-day 


of such service (by affidavit or in the case of an attorney- period-of exemption provided in Section 3(b) (2) has ex- 

at-law by certificate) shall be filed contemporaneously with _ pired in Applicant's case on October 23, 1973. Applicant, 
WP the request. At any time after said date, as provided by which has not registered as an investment company under 

ty Rule O-5 of the Rules and Regulations promulgated under the Act, has asked that it be exempted, as requested, from 
s- the Act, an order disposing of the application herein will be October 23, 1973, until the Commission has acted upon 

issued as of course following said date unless the Commission the application under Sections 2(a) (9), 3(b) (2) and 6(c) of 
9 orders a hearing upon said application upon request or upon the Act. 

the Commission’s own motion. Persons who request a 

hearing or advice as to whether a hearing is ordered will Section 6(c) provides that the Commission, by order upon 

receive notice of further developments in this matter, application, may conditionally or unconditionally exempt 
is including the date of the hearing (if ordered) and any any person from any provisions or provisions of the Act, if 
ly postponements thereof. and to the extent that such exemption is necessary or 


appropriate in the public interest and consistent with the 
For the Commission, by the Division of Investment Manage- protection of investors and the purposes fairly intended by 
ment Regulation, pursuant to delegated authority. the policy and provisions of the Act. 





George A. Fitzsimmons Section 6(e) provides that, if, in connection with any order 





Secretary under Section 6 exempting any investment company from 
ir Section 7, the Commission deems it necessary or appro- 
(a) priate in the public interest or for the protection of investors 
er- that certain specified provisions of the Act pertaining to 
0, registered investment companies shall be applicable in res- 
y | -simaliony pe a Sl a a pect of such company, that provisions so specified shall 
‘ , apply to such company, and to other persons in their trans- 

in the Matter of actions and relations with such company, as though such 
ay company were a registered investment company. 
n 

ECKMAR CORP. NOTICE IS FURTHER GIVEN that, in respect to the appli- 
est 1107 Broadway cation pursuant to Section 6(c) and 6(e) of the Act for an 


New York, New York 10010 


(812-3496) order of temporary exemption, any interested person may, 
the x 


not later than December 10, 1973, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
- ‘ he be notified if the Commission should order a hearing 
NOTICE IS HEREBY GIVEN that Eckmar Corp. (“Appli- thereon. Any such communication should be addressed: 
‘the cant”), a New York corporation, has applied pursuant to Secretary, Securities and Exchange Commission, Washing- 

_ Sections 6(c) and 6(e) of the Investment Company Act ton, D. C. 20549. A copy of such request shall be served 
of 1940 ("Act") for an order of the Commission tempor- personally or by mail (air mail if the person being served is 
arily exempting it from the provisions of Section 7 of the located more than 500 miles from the point of mailing) 

ty, Act. Applicant, in requesting such temporary exemption, upon Applicant at the address stated above. Proof of such 
sant has agreed that Applicant and other persons in their trans- service (by affidavit, or in case of an attorney-at-law, by 
actions and relations with it shall be subject to all other certificate) shall be filed contemporaneously with the re- 
provisions of the Act and the respective Rules and Regu- quest. At any time after said date, as provided by Rule O-5 
7 lations promulgated under each of such provisions as though of the Rules and Regulations promulgated under the Act, 
__ Applicant were a registered investment company, other an order disposing of the application for an order of tem- 


NOTICE OF APPLICATION UNDER SECTIONS 6(c) 
@ AND 6(e) OF THE ACT FOR ORDER OF TEMPORARY 
EXEMPTION FROM SECTION 7 


IS than the following: Section 8; subsection (a) of Section 10; porary exemption will be issued by the Commission as of 
n subsections (a) (2) and (a) (4) of Section 13; subsections course following said date unless the Commission thereafter 
its (f) (g) and (h) of Section 17; Section 18; subsection (a) of 


orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


ant, Section 20; Section 23; Section 30 (except subsection (f) 
thereof); Section 31; and Section 32 of the Act and the 
Rules and Regulations thereunder. All interested persons 
are referred to the application on file with the Commission 





son for a statement of Applicant's representations, which are 

ub: summarized below. For the Commission, by the Division of Investment Manage- 
ae 4 ment Regulation, pursuant to delegated authority. 

_ if This request has been made as an amendment to an appli- 

may cation filed by Applicant pursuant to Sections 2(a) (9), George A. Fitzsimmons 
rder 3(b) (2) and 6(c) of the Act for an order of the Commission Secretary 

: declaring that it is not an investment company or, in the 

ssion, alternative, declaring that it is exempt from all provisions 

| be of the Act. Section 3(b) (2) of the Act provides that the 


19 filing of an application thereunder shall exempt the appli- 
f Ny cant for a period of 60 days from all provisions of the Act INVESTMENT COMPANY ACT OF 1940 
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Release No. 8088/November 14, 1973 
In the Matter of 


CONNBIA FUND, INC. 

c/o John C. FitzGerald 

63 Stoner Drive 

West Hartford, Connecticut 06107 
(811-2266) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On October 23, 1973, a notice was issued (Investment Com- 
pany Act Release No. 8043) of an application filed pur- 
suant to Section 8(f) of the Investment Company Act of 
1940 (“Act”) for an order of the Commission declaring that 
ConnBiA Fund, Inc. (“Applicant”) has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the appli- 
cation might be issued on the basis of the information stated 
therein unless a hearing should be ordered. No request for 

a hearing has been filed and the Commission has not ordered 
a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of ConnBIA Fund, Inc. under the Act shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8089/November 15, 1973 


In the Matter of 


THE VALUE LINE SPECIAL SITUATIONS FUND, INC. 
5 East 44th Street 

New York, New York 10017 

(8123336) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING THE PROPOSED TRANSACTION FROM 
THE PROVISIONS OF SECTION 17(a) OF THE ACT 


On October 18, 1973, a notice was issued (Investment Com- 
pany Act Release No. 8044) of an application filed pursuant 
to Section 17(b) of the Investment Company Act of 1940 
("Act”) by The Value Line Special Situations Fund, Inc. 
(the ”“Fund”) and Decicom Systems, Inc. (”"Decicom”) for 
an order of the Commission exempting from the provisions 
of Section 17(a) of the Act the transfer of Decicom shares 
to the Fund under an Arrangement made with respect to 
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Decicom under Chapter X! of the Federal Bankruptcy Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the appli- 
cation might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission has 
not ordered a hearing. 





The matter having been considered, it is found that the 
terms of the proposed transaction, including the con- 
sideration to be paid or received, are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned and that the transaction is consistent with the 
policy of the Fund and with the general purposes of the 
Act. Accordingly, 
/ 
IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transaction be, and hereby is, exempted 
from the provisions of Section 17(a) of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. } 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8090/Novembe; 16, 1973 


In the Matter of ‘ 


INCOME TAX FREE REVENUE FUND, SERIES 1 

c/o Marquette de Bar Co. (Sponsor) 

30 Broad Street 

New York, New York 10004 

(811-1262) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8&(f) OF THE ACT 


On October 17, 1973, a notice was issued (Investment Com- 
pany Act Release No. 8036) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 ("Act”), to declare by order upon its own 
motion that Income Tax Free Revenue Fund, Series 1 
("Fund”) has ceased to be an investment company as de- 
fined by the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein. No request for a hearing has been filed and 
the Commission has not ordered a hearing. 


This matter having been considered, it is found that the 
Fund has ceased to be an investment company. Accordingly, 


' 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Income Tax Free Revenue 
Fund, Series 1 under the Act shall forthwith cease to be in 
effect. 
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For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6143/November 9, 1973 


Securities and Exchange Commission v. Prudent Real Estate 
Trust, et al., Civil Action No. 896-73 (D.D.C. filed May 8, 
1973) 


The Securities and Exchange Commission announced today 
that on November 9, 1973, the Honorable Joseph C. Waddy, 
United States District Judge for the District of Columbia 
entered an Order, by consent, permanently enjoining Pru- 
dent Real Estate Trust (”"Prudent”) from violating Sections 
5(a) and 17(a) (2) of the Securities Act of 1933 with res- 
pect to securities issued by Prudent. The Order also dis- 
missed the Commission’s complaint as to Prudent’s Trustees 
who had been named as defendants only in their represen- 
tative capacities in order to obtain jurisdiction over Pru- 
dent. The Court further ordered Prudent to redeem all its 
then outstanding 7% Convertible Subordinated Debentures 
no later than February 28, 1974. Prudent consented to the 
entry of the Order without admitting or denying the al- 
legations in the Commission’s complaint. 


The Commission’s complaint which was filed on May 8, 
1973, alleged that Prudent violated Sections 5(a) and 17(a) 
of the Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 pro- 
mulgated thereunder in connection with Prudent’s public 
offering in March, 1972 of $2,500,000 principal amount 
of 7% Convertible Subordinated Debentures and Warrants. 


For further information see Litigation Release No. 5880. 





Litigation Release No. 6144/November 12, 1973 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. v. SECURITIES AND EXCHANGE COMMISSION 
(C.A.D.C.) 


The Securities and Exchange Commission announced that 
on November 1, 1973, the United States Court of Appeals 
for the District of Columbia Circuit affirmed, per curiam 
and without opinion, an order of the Commission, dated 
June 7, 1972 (Securities Exchange Act Release No. 9632) 
abrogating Rule 25 of Article II! of the Rules of Fair 
Practice of the National Association of Securities Dealers, 
Inc., to the extent that the Rule had been interpreted by 
the Association to bar receipt by its members of com- 
missions, concessions, discounts or other allowances from 
non-member brokers or dealers. 








Litigation Release No. 6145/November 12, 1973 


SEC v. TOPPER CORPORATION, et al. 
The Commission on November 12, 1973 filed a complaint 


in the United States District Court for the Southern District 


of New York seeking injunctive relief against Topper Cor- 


poration, three of its former officers, and its investment 
banking firm, Hayden Stone Inc. Topper Corporation of 
107 Trumbull Street, Elizabeth, New Jersey, was until 
1972 a leading manufacturer of promotional toys. The 
three individual defendants are Henry Orenstein, President 
and Chief Executive Officer; Jack J. Rose, Senior Vice- 
President for Finance; and Frederick C. Pierce, Vice Pre- 
sident for Sales. Topper and the three former officers were 
charged with violating anti-fraud, corporate reporting and 
registration provisions of the Federal securities laws in 
connection with filings with the Commission, press releases 
and reports to shareholders and others in 1971. The com- 
plaint alleged that these documents, which included a regis- 
tration statement covering a public offering of 750,000 
shares of Topper common stock made on April 29, 1971 
and a memorandum used as a selling document in connec- 
tion with a private placement of $5.25 million of Topper 
subordinated convertible debentures on September 28, 
1971, wewe false and misleading. The individual defendants 
Rose and Pierce were also charged with selling Topper securi- 
ties while in possession of material adverse inside infor- 
mation qoncerning sales and collection of receivables of 
Topper. The complaint charged that Hayden Stone vio- 
lated the anti-fraud provisions of the Federal securities 
laws in that the firm knew or should have known that 
information contained in documents used in connection 
with a private placement of Topper subordinated de- 
bentures in September 1971, was false and misleading. 


The Commission alleged in the complaint that Topper 
improperly accounted for, in its financial statements for 
the year ended December 31, 1970 and the quarter ended 
March 31, 1971, and did not disclose a number of unusual 
sales terms offered to customers in 1970 and 1971. Among 
the sales terms listed in the complaint was the right to re- 
turn unsold merchandise to Topper for cash, credit, or in 
exchange for other merchandise; storage of merchandise by 
Topper in public warehouses at no cost or risk of loss to 
customers; special discounts; extentions of the due dates 

of past due customer receivables; and commitments to ex- 
pend funds for television promotion of merchandise. Ac- 
cording to the complaint these sales inducements were es- 
pecially employed in connection with a new sales program 
instituted by Topper in December 1970 and resulted in $14 
million in net sales in that month as compared to $2 million 
in December 1969. The Commission alleged that Topper 
would have reported a substantial loss for the 1970 year 
and increased loss for the quarter ended March 31, 1971 
had these sales arrangements been properly reflected in the 
financial statements. 


The complaint further alleges that Topper was in serious 
financial condition in the summer of 1971 which resulted 
in part from excessive inventories of Topper merchandise 
held by customers and problems in collecting accounts re- 
ceivable. Hayden Stone Inc. acted as Topper’s agent in 
connection with the private placement of September 1971 
and prepared and distributed a sales memorandum. The 
Commission alleged that the sales memorandum was false 
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and misleading and that Hayden Stone knew or should have 
known of the aforementioned sales arrangements and of 
Topper’s financial condition. 


The American Stock Exchange halted trading in the com- 
mon stock on February 3, 1972 and the Commission sus- 
pended both exchange and OTC trading on February 9, 
1972. On February 26, 1973 Topper filed a petition under 
Chapter XI of the Bankruptcy Act in which it listed assets 
of $14.2 million and liabilities of $32.8 million. On May 

4, 1973 Topper was declared bankrupt. 


Hayden Stone Inc. consented to the entry of a permanent 
injunction, without admitting or denying the allegations 
contained in the complaint, enjoining the firm from vio- 
lating the aforementioned anti-fraud provisions in con- 
nection with public offerings and private placements where 
the firm has a management role. 





Litigation Release No. 6146/November 15, 1973 


SEC v. Y.W.C., INC. et al (S.D. Fla., Civil Action No. 73- 
1763) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and Michael J. Stewart, Associate Regional Admin- 
istrator, Miami Branch Office, of the Securities and Ex- 
change Commission, today announced the filing of a com- 
plaint in the United States District Court for the Southern 
District of Florida at Miami, Florida, seeking preliminary 
and permanent injunctions, and other equitable relief aga- 
inst Y.W.C., Inc., a Florida corporation, and George Irvine 
Hale ("Hale”) of Miami, Florida. The Complaint charges 
Y.W.C., Inc. and Hale, who is a director, President, and 
100% stockholder of Y. W. C., Inc., with violations of the 
registration and anti-fraud provisions of the Securities Act 
of 1933 and the anti-fraud provisions of the Securities Ex- 
change Act of 1934 in connection with the offer and sale 
of investment contracts and other securities of Y.W.C., Inc. 
The complaint, in addition to the injunctive relief, seeks 
the appointment of a receiver, an accounting for Y.W.C., 
Inc. and the disgorgement of pecuniary benefits derived by 
Y.W.C., Inc. and Hale by virtue of the alleged fraudulent 
scheme. 





Litigation Release No. 6147/November 16, 1973 

SEC v. KENNETH W. SAUNDERS (D.Mass.) 

Floyd H. Gilbert, Regional Administrator for the Boston 
Regional Office of the Securities and Exchange Commission 
today announced that on November 9, 1973, the Honor- 
able Joseph L. Tauro, Jr., U. S. District Judge for the Dis- 
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trist of Massachusetts, at Boston, entered a final judgment 
permanently enjoining Kenneth W. Saunders, 619 Quarry 
Street, anti-fraud provisions of the Securities Act of 1933 
and the Securities and Exchange Act of 1934. The Defend- 
ant consented to the entry of the decree. 


For further information see Litigation Release 5387. 


Litigation Release No. 6148/November 16, 1973 


Securities and Exchange Commission v. W. K. Warren Jr. 
and the Warren Fund Civil Action No. 73-980 (W.D. Pa. 
filed November 15, 1973) 


The Securities and Exchange Commission announced that 
on November 15, 1973 it filed a complaint against W. K. 
Warren Jr. (“Warren”) and the Warren Fund ("Fund”) of 
Tulsa, Oklahoma in the United States District Court for the 
Western District of Pennsylvania. Simultaneously. with the 
filing of the complaint the defendants consented to a Judg- 
ment of Permanent Injunction permanently enjoining War- 
ren and the Fund from aiding and abetting violations of 
Section 7(d) of the Exchange Act and Regulation U as pro- 
mulgated thereunder by the Board of Governors of the 
Federal Reserve System. Warren and the Fund consented 
to the entry of the Order without admitting or denying the 
allegations in the Commission’s complaint. 


The Commission’s complaint alleged that Warren obtained 
stock secured bank loans to enable the Fund to purchase 
margin securities in excess of the amounts allowable under 
the margin restrictions of the federal securities laws. 








TRUST iINDENTURE ACT 





TRUST INDENTURE ACT OF 1939 
Release No. 348/November 14, 1973 


The Securities and Exchange Commission has issued an 
order under the Trust Indenture Act ("Act”) on application 
of Pacific Gas and Electric Company, exempting its First 
and Refunding Mortgage Bonds, Series 73A, due December 
1, 2005 from certain provisions of the Act. 








ACCOUNTING SERIES 





ACCOUNTING SERIES 
Release No. 148/November 13, 1973 


See Securities Act Release No. 5436/November 13, 1973. 








